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SOFT COLLARS ¢ PYJAMAS 


At the billiards table, on the golf course . . . wherever, in fact, 

ease of action is important,‘* LUVISCA”’ SHIRTS AND 
SOFT COLLARS are your most useful partners. And their 
silky texture proves equal to the hardest daily usage. 


SOLD BY LEADING HOSIERS, OUTFITTERS & STORES. 
LOOK FOR - Hanydifficulty in obtaining,write COURTAULDS 
THE ~ | LID. (Dept. 119M), 16, St. Martin's-le-~Grand, 
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BLADES. EAST & BLADES. Ltd. 


Established 1821. 
CITY OFFICES: WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 

BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
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WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
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THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-up Capital - . - - £4,500,000 
Reserve Fund . £4,475,000 
Reserve Liability of Peapsiotere ender the Charter £4,500,000 

£13,.475.000 


COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. F. V. C. LIVINGSTONE-LEARMONTH, Es@., 
Cc. E. BARNETT, Eso. _DS.O. finales 
J. F. G. GILLIAT, Eso RIGHT HON. Tre EARI, OF MIDLETON, K.P. 


KENNETH GOSCHEN, Esq Ona Pan — 


Cc. G. HAMILTON, Eso | © RL ASeeENErTee Son 
‘ | JOHN SANDERSON, Esq. 
¢ R JOHNSON, Esq. } ARTHUR WHITWORTH, Eso. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 














A world-wide banking 
SeTULCE 


Besides more than 1900 branehes in England and Wales. Lloyds Bank 
has offices in India and Burma and agents and correspondents throughout 
the British Empire and in all parts of the world. It is thus in a position. 
either directly or through its connections. to undertake every kind of 
international banking business. Deposits with the Bank exceed three 


hundred and fiftv million pounds. 


Lloyds Bank: Limited 


Head Office: 71 Lombard Street. London. £.¢.3 


LIMITED 


TOTAL RESOURCES 
Over £312,000,000 


Head Office: 15 BISHOPSGATE, LONDON, E.C.2 


Over 1,350 Offices. Agents Everywhere. 


Every Description of BRITISH and OVERSEAS BANKING Business Transacted. 
TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN. 


AFFILIATED BANKS: 


COUTTS & CO. GRINDLAY & CO., Ltd. 
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| 
Incorporated in England under the Companies Acts, andin ‘New Zealand by Special Act of the General Assembly. 
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AUTHORISED AND SUBSCRIBED CAPITAL eee eee eee .. £6,000,000 
PAID-UP CAPITAL ... ees ons £2,000,000 
RESERVE FUND AND UNDIVIDED PROFITS aus eee £2,174,171 





4,171 
AGGREGATE ASSETS TO 3ist MARCH,1930 £19,214,575 £4,174, 


Head Office: 8, MOORGATE, LONDON, E.C.2. 


THE BANK receives Deposits for fixed periods at rates which may be ascertained on application, 
and conducts every description of Banking Business connected with New Zealand. 
ARTHUR WILLIS, MANAGER. 








NATIONAL BANK OF EGYPT. 


(Incorporated in Egypt. Liability of Members is Limited.) 


HEAD OFFICE : CAIRO. 





FULLY PAID CAPITAL - - - - - £3,000,000. 
RESERVE FUND .- - - - : - £3,000,000. 





London Agency : 


6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


. EGYPT and the SUDAN. oe 
 OESTERREICHISCHES CREDIT-INSTITUT 


FUER OEFFENTLICHE UNTERNEHMUNGEN UND ARBEITEN 


(Austrian Credit-Institute for Pubiic Enterprises and Works) 


VIENNA, I. 
Telegraphic Address : Kreditinst. Founded 1896. 





Emission of Gold Mortgage Bonds and Trustee Securities. 


London Correspondents: 


Seligman Brothers Ltd. Fredk. Huth & Co. 











YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Incorporated in Japan.) 


Capital Subscribed and Pulty Pals - - Yen 100,000,000 
Reserve Fund - - . - Yen 115,000,000 


Head Office: YOKOHAMA. 

BrancuEs and AGEncigs at Alexandria, Batavia, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), Fengtien 
(Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, Los 
Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, Rio de Janeiro, 
Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsingtau. 


The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 
Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 
for fixed periods at rates to be obtained on application, 


London Office :—7 Bishopsgate, ianten, E.C.2 
. NOHARA, Manager. 
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BANCA MOLDOVA 


LTD. 


JASSY——BUCHAREST. 


oO oO 


Capital Paid up and Reserves— 
LEI 190,000,000. 


oO oO 
Cable Address: MOLDOBANCA 


Branches : 


BACAU, BALTI, BARLAD, BRAILA 

CETATEA ALBA, CERNAUTI, 

CHISINAU, GALATI, PIATRA- 

NEAMTZ, RENI, ROMAN, TIGHINA, 
VASLUI 
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Every Description of Banking 
Business Transacted. 








ENTERPRISE! 


@. The intrepid enterprise of Columbus over four 
centuries ago apened up all the possibilities of an 
undeveloped Continent. 
@, Since then, the enterprise of succeeding generations 
has resulted in phenomenal development of the vast 
resources of the New World. 
© To-day a great and growing volume of overseas 
trade is transacted annually by the Latin: American 
Republics, and complete facilities for every descrip 

tion of modern banking business are afforded A 


THE ANGLO-SOUTH 
AMERICAN BANK LTD 


117 OLD BROAD ST,LONDON ,EC2 
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Capital subscribed 100,000,000 
Capital paid up - Yen 60,000,000 
Reserve Fund - Yen 65,700,000 
Undivided Profits Yen 2,024,254 


(June 1930.) 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Pombay, New 
York. Stanghai, Sourabaya. 


LONDON OFFICE: 


Winchester House, Old Broad Street, 
ES.2. 
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CORPORATE TRUST SHARES 


A composite investment representing in our opinion 


28 HIGHEST GRADE AMERICAN COMMON STOCKS 


Common stocks of these 28 Companies underlie 


INDUSTRIALS 
American Radiator 
American Tobacco 

Du Pont 
Eastman Kodak 
Ingersoll Rand 

International Harvester 
National Biscuit 
Otis Elevator 
| United Fruit 
| United States Steel 
Woolworth 


QUASI-UTILITIES. 
American Tel. & Tel. 
Con. Gas of New York 


CORPORATE TRUST SHARES 


UTILITIES AND 


General Electric These 28 American 
Western Union 
Westinghouse Elec. 


dividend record of 33 years, have steadily 


RAILROADS 


htotiiaas progressed despite 


Illinois Central depressions during that period. 


For the sake of sec urity buy a group of stocks 


in FIXED TRUST form. 


average life of 59 years and an unbroken 


! 
j OILS Louisville & Nashville 
| — pe - — New York Central 
| Stan. of Ind. ete RE 
| Stan. Oil (New Jersey) I ennsylvania_ CIRCULAR ON REQUEST 
|} Stan. Oil of New York Southern Pacific 
Texas Corporation Union Pacific 


MORRISON & TOWNSEND 
Members New York Stock Exchange 
64 BISHOPSGATE, LONDON, E.C.2. 











THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 
CAPITAL AND RESERVE FUNDS - - £3,600,000 


Head Office: 
38 St. Andrew Square, EDINBURGH. 


OVER 200 BRANCHES THROUGHOUT SCOTLAND. 


London Office : 
38 Threadneedle Street, E.C. 2. 


Where accounts may be opened on usual London terms. 


A. M. BONNER, L™. ©: 


30 LIME ST. and 7 BLOMFIELD ST. 
LONDON, E.C.3 LONDON, E.C.2 


Tel: Tel. : 
Monument 0794 City 1956 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND = DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 
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Canada Life Progress through the years! 


In 1910 In 1930 In 1910 In 1930 
Surplus Earned : ... £253,390 £1,288,027 Assets for Protection of Policy- 


Payments to Policyholders and holders ie : . £8,387,829 £38,676,400 


heath 4 , 
Total Praniats income. «1,088793 @'aa0,008 «New Assurances Paid for ... 2,014,741 27,133,220 
Total Income from all Sources 1,448,407 9,352,674 Total Business in Force ... 26,357,813 208,707,424 


The Canada Life keeps well ahead of the times, and its policy of “ fair and square dealing,” which began with its 
founding, 84 years ago, has been continuous. 

Never has this Company contested a claim on a technicality, and from its inception it has paid dividends to 
policvholders every year. Even during the Great War and Influenza epidemic, not one pound of reduction in 
dividends was necessary, and for the past thirty-one years its high dividends to policyholders have never been 
reduced, but, on the other hand, have frequently been increased. 


CANADA LIFE ASSURANCE COMPANY 


Incorporated in Canada as a Limited Liability Company 
2 ST. JAMES’S SQUARE, LONDON, S.W.1 
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Speeds up production, reduces 
operating expenses and gives 
to clients that assurance and 
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A Demonstration would gladly be arranged 
to suit your convenience. 


REMINGTON TYPEWRITER CO. LTD., 
100 Gracechurch Street, 
London, E.C.3. 





THE 


BANKER 


VoL. XVIII APRIL 1931 No. 63 





Mr. BEAUDRY LEMAN 
(President of Canadian Bankers’ Association) 








THE BANKER 


A Banker’s Diary 


Mid-February—Mid-March 


DURING the period under review the money market was 
dominated on the one hand by the heavy movements of 
funds arising from the inflow of revenue 
and the redemption of Treasury bills, and 
on the other hand by the efforts made by 
the Bank of England to maintain a satisfactory level of 
discount rates. Revenue came in on a very satisfactory, 
scale from the Exchequer’s point of view, and money 
consequently has tended to rule tight during the whole 
of the month. Against this, Treasury bill repayments 
exceeded new issues by about £15,000,000 every week, 
and this excess of maturities, coupled with discrepancies 
each week between the dates on which the old bills were 
redeemed and the new bills fell due for payment, made 
money easier than usual from time to time. As a general 
rule, money tended to be least plentiful early in the week, 
for the market preferred bills to be paid for on Monday, 
Tuesday and Wednesday, the reason being that. bills 
issued towards the end of the week matured in June 
over the week-end, which is an awkward date. 


The Money 
Market 


LATE in February it became known that a market 
discount rate of at least 22 per cent. was thought desirable, 
and though from time to time the Bank gave 
relief by buying bills whenever there was 
danger of the market being forced into the 
Bank, it was equally ready to sell bills whenever there 
was a tendency for market rate to fall below the desired 
minimum. This policy has been successful, both as regards 
discount rates and the foreign exchanges. The Treasury 
bills issued on February 20 went at an average rate of 
8 per cent., while a week later the rate rose to 21) per 
cent. The following week the rate fell to 22 per cent., 


The Bank’s 
Policy 
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but on this occasion it is believed that the successful 
tenders included some on French account, and that the 
market bid at higher rates and consequently partially 
missed the issue. In early March there was a steady 
demand for bills, and this by no means only came from 
home sources, but included some French and American 
buying. In short, the authorities continued to succeed in 
their aim of attracting foreign short money to London 
and so relieving the pressure upon the exchanges. 


As a result of this, by the middle of March, the Paris 
rate had risen to the very satisfactory level of Fcs. 124-19, 
and although forward francs remained at 
The Foreign a high premium, the rise in the spot rate 
Exchanges drew the forward rate up to the export 
gold point. Thus, although up to and 
including March roth, the Cape gold had been regularly 
bought forward on Paris account before its arrival in 
London, the gold that arrived on March 17th was left 
free to be sold in the market. Part of this gold was taken 
on Belgian account, but the bulk of the remainder was 
bought by the Bank of England at 84s. 1o}d. per ounce, 
or only }d. over its statutory buying price. This purchase, 
amounting to £583,100, was the first to be made by the 
Bank since March 25, 1930, and can consequently be 
regarded as very significant evidence of the growing 
strength of sterling. German marks were weak early in 
March, but the foundation of the International Mortgage 
Bank and the knowledge that it would serve as a fresh 
channel for the introduction of capital into Germany 
caused a rally in the rate to Mks. 20:39} on March 18. 
Swiss francs depreciated to par, and Dutch florins were 
a shade over par. Pesetas rallied to under Ptas. 45 
on the report that a stabilization scheme was _ being 
definitely prepared in conjunction with the Bank for 
International Settlements. South American currencies 
were better, the Buenos Aires rate rising to just over 
39d. Sterling maintained its ground against the dollar, 
the rate moving within narrow limits just below $4:-86. 
Clearly, the pound has regained strength since its lapse 
in February, caused by political events, and the outlook 
in the middle of March was better than it was a month 
before. 
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THE average returns for February of the ten London 
clearing banks reflect mainly tax payments and the 
redemption of Treasury Bills out of the 
The Clearing proceeds. Deposits have fallen from 
Bank £1,873-3 millions in January to {1,819-6 
Averages millions in February, and bills from {329-7 
to {301-1 millions, both changes being 
clearly due to the events referred to above. Cash has 
fallen from £197-9 to {190-0 millions, and call money 
from {144-3 to £1159 millions, these movements both 
reflecting the effects of tax collection and accounting for 
the recent stringency in the money market. Investments 
have risen from {296-9 to £309°4 millions. There is a 
slight increase in advances from {923-9 millions to 
£9249 millions, but while one would like to regard this 
as evidence of better trade, it is much more probably 
due to borrowings by customers in order to pay their 
taxes. Finally, there has been a sharp and welcome 
growth in acceptances from {115-0 to {121-5 millions. 
To some extent this may represent increased forward 
exchange dealings, but there is evidence that more bills are 
being drawn on London, and this can only mean that 
confidence is beginning to return and trade to improve. 
Such evidence, however, should be received with caution, 
especially in view of the disappointing February trade 
returns referred to below. 


FEBRUARY proved to be another extremely disappointing 
month. Imports at £63-6 millions were {24-6 millions, or 
27-8 per cent., below those of the preceding 

ny February while exports of British goods at 
a” £31-8 millions showed a decline of £20-1 
millions, or 38-8 per cent. Re-exports were 

valued at £5-9 millions, the decline here being one of 
£2-8 millions, or 32-4 per cent. These contractions, as in 
previous months, are not accounted for by the fall in prices, 
but represent definite volume shrinkages. How serious 
these are in the case of British exports is illustrated by 
the following details. Comparing February, 1931, with 
February, 1930, coal exports have fallen from 4,736,000 
to 3,532,000 tons, iron and steel exports from 294,000 to 
144,000 tons, those of machinery from 44,000 to 28,000 
tons, those of cotton piece-goods from 299,519,000 to 


—_——_——— 
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146,336,000 square yards, and those of woollen tissues 
from 8,882,000 to 5,556,000 square yards. These figures 
are most lamentable, and the only consolation is that if 
and when trade begins to revive, the export figures are 
among the last to reflect the improvement. Consequently 
these poor results are not necessarily inconsistent with the 
slight signs of a tentative recovery that are to be found 
elsewhere. 


On February 24 Mr. Snowden issued an official statement 
embodying the substance of the discussions between 
French and British Treasury officials on 

The Anglo- the question of monetary co-operation. 
French The statement outlined the points that 
Treasury had been under discussion, including the 
Discussions recent gold movements between London 
and Paris, and the relations between them 

and the relative rates of discount and of the trend of 
commodity prices in the two countries. It placed on 
record the French view that the importance of the con- 
nection between the methods of managing French public 
funds and the influx of gold into France was exaggerated, 
and in a reference to the second interim report of the 
League’s Gold Delegation it said that the two Treasuries 
had agreed to keep in touch with each other on the 
questions arising out of these reports. It confirmed the 
fact that the French authorities in no way welcomed 
abnormal gold movements, and stated that both sides 
agreed that cardinal importance was to be attached to 
the resumption of foreign lending on a normal scale 
by the creditor countries. It was, however, recognized 
that present credit difficulties arise largely from a lack 
of confidence on the part of the investor, and that it was 
essential for borrowing countries to take all possible 
measures to restore that confidence. Meanwhile, methods 
of promoting effective co-operation between the different 
long-term capital markets could usefully be explored, 
and in particular a welcome was given to the steps taken 
by the League of Nations to facilitate the placing of 
agricultural credits in Central and Eastern Europe. 
Finally, the report makes it clear that no definite and 
detailed agreement between the two Treasuries has been 
reached, but that what has been done is to establish 
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contact on these various questions. Taking all con- 
siderations into account, this is probably as much as 
could be expected. The League’s desire to encourage 
the placing of agricultural credits is already being trans- 
lated into fact by the foundation of the International 
Mortgage Bank, noted below. The point that the revival 
of the international circulation of long-term capital 
really depends on the restoration of confidence is both 
valuable and timely. Such questions as the effect of the 
French Treasury balances, the inability of the Banque 
de France to impart elasticity to the monetary situation 
by means of open market operations, and any restrictions 
on dealing in foreign securities still existing on the Paris 
Bourse have doubtless been under discussion, and the 
French authorities have doubtless shown that these 
matters are not so simple as they appear to the foreign 
observer. The flow of gold to France has ceased, and 
this means that there is no need to force the pace at the 
risk, possibly, of disturbing the atmosphere of goodwill 
and co-operation that now exists. 


On March 12th, Sir Henry Strakosch delivered to the 
British Engineers’ Association a most interesting address 
on the connection between the world’s 

Gold and the monetary gold and the present trade depres- 
Depression sion. He began by rejecting the view that 
the depression was due either to over- 

production or to the existing disparity between whole- 
sale and retail prices, and proceeded to show that it could 
only be ascribed to the recent huge increase in the 
purchasing power of gold as measured by the fall in 
wholesale prices. To those acquainted with Sir Henry’s 
writings on this question, much of what he had to say 
had a familiar sound, but he was, of course, speaking to 
a lay audience, and so his restatement of the general 
theory of his case was most timely. Up to a point 
his case is a good one, though there is a certain lack of 
connection between his broad theory as described above 
and his argument that the whole of the trade depression 
sprang from the forces set in motion by the rise and fall 
in Wall Street stock prices in 1929. According to his 
theory, commodity prices should have fallen of their own 
weight, as the amount of monetary gold in existence 
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was insufficient to support them at their previous level. 
In suggesting that commodity prices were pushed down 
by the world rise in money rates needed to check Wall 
Street speculation and the flow of short money to New 
York, he, in appearance, if not in reality, departs from his 
general theory, and a passage in his address linking the 
two together seems to have been needed. The other 
main comment upon his address is that in analysing the 
origins of the trade depression it is extremely difficult to 
disentangle cause and effect. Gold maldistribution was 
an important cause, we agree, but once the fall in com- 
modity prices had been started, it is almost impossible 
to decide how far its continuance and acceleration was the 
cause of or due to the intensification of the trade depres- 
sion, and the answer to this question, if it can be found at 
all, lies as much in the psychological effects of the price fall 
as in the arbitrary readjustments of wealth and purchasing 
power that it brought about. Finally, whether or not it 
is true that the disparity between wholesale and retail 
prices existing before the collapse had anything to do 
with it, there is no doubt that now that the collapse has 
widened this disparity enormously, its existence is a very 
serious factor militating against recovery. For this, if 
for no other reason, it is to be hoped that Sir Henry’s 
forecast of a recovery in wholesale prices will prove 
justified. 


THE foundation in Basle of this new institution marks 
a definite attempt to reach two important and allied 
objectives. The first of these was defined 

International in a recent report issued under the auspices 
Mortgage of the League of Nations Financial Com- 
Bank mittee, recommending the formation of an 
international mortgage bank to lend money 

either directly or (more usually) through the medium of 
existing institutions, which had exhausted their own 
resources, to European agricultural interests. The second 
objective was that of diverting part of the existing 
plethora of short money into medium and long-term 
channels, and with it bringing about a more even geo- 
graphical distribution of capital. The paid-up share 
capital of the new bank is to be Frs. 5,000,000, and it will 
have power to raise further capital by means of deben- 
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tures. Its sponsors are : Swiss Bank Corporation; Credit 
Suisse; Commercial Bank of Basle; A. G. Leu & Co., 
Zurich; Banque Fédérale, Zurich; Union de Banques 
Suisses; Helbert Wagg & Co., Ltd.; Higginson & Co.; 
Lazard Fréres et Cie; Lee Higginson et Cie.; Skan- 
dinaviska Credit A/B; Kreuger and Toll; Chase National 
Bank ; Deutsche Zentralbodencredit ; Commerz und Privat 
Bank; Darmstadter und Nationalbank; Deutsche Bank 
und Disconto Gesellschaft; Dresdner Bank; Deutsche 
Union Bank; Reichs-Kredit-Gesellschaft ; Fraenkel und 
Simon ; M. M. Warburg & Co. The President of the new 
bank is Dr. Rudolf Miescher, of Basle, and the Vice- 
Presidents, Dr. Armand Dreyfus, of the Swiss Bank 
Corporation, and Dr. Adolf Johr, of the Credit Suisse. 
The list of the bank’s sponsors speaks sufficiently elo- 
quently for itself, and there is no doubt that it will 
usefully fill a gap in the present international financial 
world. 


DEsPITE the many and urgent pleas for economy, the 
estimates for 1931-32 show a slight but most disappoint- 
ing increase over those of the previous 

The year. Adding together the fighting and 
Estimates civil services, excluding the Post Office, the 
total for 1931-32 comes to £439-0 millions, 

against a net adjusted total of {431-8 millions for 1930-31. 
Thus, despite automatic reductions of £1-8 millions in 
War Pensions and of £3-8 millions in the Beet Sugar 
subsidy, there is a net increase of £7-2 millions, regard- 
less of any supplementary estimates that may be pre- 
sented during the coming year. Part of this increase, 
it is true, is automatic, though this is little excuse, as 
such increases could have been foreseen and due allow- 
ance made elsewhere. Under this head come Old Age 
Pensions (£1-3 millions higher) ; Widows’ Pensions ({1-o 
millions higher); and De-rating ({1-7 millions higher). 
On the other hand, increases of {3-2 millions in Education 
and {7-7 millions in the Ministry of Labour will arouse 
very mixed feelings, especially when it is remembered 
that all borrowings by the Unemployment Insurance 
Fund fall outside the scope of these accounts. Taking 
all these big items together, they show a net increase in 
expenditure of {9-3 millions, and comparing this with 
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the increase of {7-2 millions over the whole field, it 
means that allowing for an increase of £750,000 in Em- 
ployment Scheme Grants, administrative economies have 
only yielded not quite £3,000,000. This is hardly good 
enough, when the recent reductions in the civil service 
bonus are recalled. It is realized that major economies 
depend upon changes of policy which are not expected 
to be revealed for the first time in estimates, but which 
must be fought for on the floor of the House. Still, in 
the present condition of affairs, the country had a right 
to expect that all, and not only some of the votes would 
give evidence of a rigid overhaul of administrative 
expenditure. 


Capital and Industry 


NE of the most remarkable characteristics of the 
C) existing economic situation is the apparent hiatus 

between capital saving and capital investment. 
While capital is being accumulated rapidly at certain 
points in the economic system it remains congealed in 
the money markets, limited to short-term uses, instead 
of flowing in right proportion into permanent industrial 
investment. 

In some degree this stoppage in the capital flow is 
merely the normal accompaniment of a period of depres- 
sion. At such times there is always a want of confidence 
which inhibits the will to invest and to take risk. Possibly 
at the present time the element of uncertainty as to 
where to invest is working with unusual force by reason 
of the changing nature of demand. There is undoubtedly 
in progress an extensive change in consuming habits and 
powers, by no means confined to this country, which 
renders this uncertainty more than ordinarily felt. 
But, when full allowance is made for explanations of 
this kind, it will generally be agreed that the solution of 
the problem has chiefly to be sought in other directions. 

Three influences can be clearly discerned as exercising 
a restraint upon the flow of capital savings into produc- 
tive uses at the present time. The first is the extremely 
rapid and uneven fall in the price level since 1929. It has 
increased the capital wealth of creditor states and 
impoverished the debtor states, especially those relying 
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upon an export surplus from the sale of agricultural 
produce. The new debt problem has thus become acute. 
The second is the exceptionally rapid rate at which 
industry has been changing its localization and its 
productive methods. Failure to become adjusted to 
these changes has involved large numbers of undertak- 
ings in great capital depreciation and loss of credit. The 
third influence arises from the nature of the channels 
along which capital reaches its destination in industrial 
development. An industrial undertaking may obtain 
a supply of new capital in three ways. It may set aside 
reserves out of profits. It may appeal to the public 
for new capital subscriptions. Or it can obtain advances 
from a bank. Long continued depression has in very 
many cases eaten a long way into reserves even where 
they have not been entirely exhausted or turned into 
a negative quantity. An appeal for capital publicly 
subscribed, while often successful in the case of an 
entirely new and untried venture, is likely to produce 
very little response in the case of an established concern 
whose recent profit and loss accounts fail to show good 
results and when public confidence is at a low ebb. It is 
sometimes said that a well-managed business can always 
obtain what capital is really needed from the banks. 
This statement must be accepted with large qualifications. 
The first duty of a deposit banker is to keep his funds 
liquid. In recent years the Joint Stock banks have, in 
their endeavours to aid industry, gone further in the 
direction of locking up funds in fixed capital than is in 
accordance with banking principle or has proved justified 
by results. To-day the tendency is towards great caution. 
It will be seen from this brief analysis that, while 
capital savings have been to an exceptional degree 
collected into great pools at the financial centres of the 
principal creditor states, they are being retained there, 
because of a combination of circumstances which have 
been shortly indicated, at a time when the possibility of 
industrial revival depends upon their dispersion. Atten- 
tion has been given to the international aspects of this 
vital question at recent meetings in Basle. There is a 
large measure of agreement to the effect that something 
more is wanted than reliance upon low rates of discount. 
Cheap money is providing no cure. New parts in the 
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system of international financial machinery have to be 
introduced and the prospect of recovery from the world 
depression depends very greatly upon the possibility 
of co-operative action on the part of the principal creditor 
nations for the creation of these parts. It is, however, 
mainly with those aspects of the problem which par- 
ticularly affect the industrial life of this country that 
this article is concerned. 

The question that we have to answer is whether we 
possess the financial machinery that is capable of direct- 
ing the flow of new capital into British industry for the 
purpose of its re-equipment and reorganization. It will 
be remembered that in November 1929 the Bank of 
England created a subsidiary enterprise, known as the 
Securities Management Trust, “to assist in forming 
schemes for reconstruction and reorganization.” The 
Trust was conceived in relation to an important, but 
limited, aspect of the situation. In the great basic 
industries one of the main obstacles to reorganization 
was the “dead hand” of frozen credits. In order to 
deal with these credits two things were required. The 
various units of an industry had to come to agreement 
upon a scheme of reconstruction that would eliminate 
surplus capacity and cut out the dead wood, while the 
creditors themselves, chiefly the Joint Stock banks, had 
to agree upon the terms of liquidation. In April 1930 
the Bankers’ Industrial Development Company was 
formed to be the organ whereby these two aims might 
be realized. It was to be the instrument of co-operation 
and a common policy on the part of the financial interests 
of the City in order to secure the reorganization of the 
basic industries. 

Here, then, there appeared to be a new institution 
conceived and created directly for the supply of new 
capital for industry. During the period that has elapsed 
since the formation of the Development Company it has, 
in fact, been able to do comparatively little. Wherein 
lies the explanation of this relative failure? An answer 
to this question may be suggested in part, at least, in 
the controversy between Mr. S. S. Hammersley, M.P., 
and Mr. Henry Clay, conducted in the Lloyds Bank 
Review, in the issues for February and March. This 
controversy relates particularly to the rationalization 
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of the spinning section of the cotton industry, and there 
is no need to review it here in detail. The importance 
of the discussion for the purpose of the question we are 
here examining is that it has brought into prominence 
the guiding principles upon which the Development 
Company has acted. The first is that the initiative with 
regard to any rationalizing scheme must come from 
without. The second is that a scheme must relate to an 
industry, or a complete section of an industry, and not 
to an individual enterprise. 

Let us consider the practical consequences of the 
first principle. It may be taken as an axiom that com- 
prehensive schemes for the reconstruction of an entire 
industry, or even any relatively self-contained section 
of it, will not be forthcoming from the industry itself. 
If a comprehensive scheme is really necessary the only 
practicable sanction for its enforcement must be found 
in the power of the creditors, or those willing to find the 
new capital. Hence it must be argued that one reason 
for the inactivity of the Trust and the Company has 
been the inability to secure the necessary co-operation 
of the Joint Stock banks. To inquire into the causes 
of this failure would merely lead to the restatement of 
facts to which reference has been made more than once 
of late in the pages of THE BANKER. The one essential 
fact upon which it is imperative to insist is that our 
banking system is at present lacking the personal equip- 
ment which would enable it to perform these new func- 
tions in relation to industry. Until the banks take a 
broader view of their responsibilities towards industry 
and its reconstruction it seems impossible to hope that 
the necessary equipment will be provided. 

When we consider the second of the two principles 
which the Development Company has laid down for its 
guidance it will be found no more satisfactory than the 
first. If the industrial undertakings of this country were 
completely surveyed it would be found beyond question 
that a very considerable proportion of the whole were 
in need of capital re-equipment and general overhauling. 
They are largely composed of businesses of moderate 
size, and it is one of the elements of the present industrial 
situation that, while very large concerns can often 
obtain new capital as and when required, the moderate- 
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sized units are unable to do so. They are not sufficiently 
known to make a direct appeal to the capital market with 
prospects of success. Even if there exists the initiative 
within the undertaking prompting to re-equipment, the 
facility for obtaining new capital at times such as these 
is inadequate. The self-imposed limitation accepted 
by the Development Company has rendered it impotent 
as a means to supply the deficiency. 

What is the conclusion suggested by an examination 
of the problem of capital in relation to the present and 
pressing needs of British industry? It is that while 
capital is fast accumulating in the deposits of the banks 
it is obstructed from flowing into productive investment 
for the much-needed renovation and invigoration of our 
industries. This defect can be cured in but one way. 
The banking system must enlarge its responsibilities and 
equip itself for the performance of a new function. The 
Securities Trust and the Development Company were 
tentative and experimental movements in this direction. 
But they are not, as at present functioning, fulfilling the 
purpose. Clearly it is time that the scope and functions 
of these institutions were reviewed and such steps as are 
necessary taken to secure the co-operation of the whole 
banking system in bringing new capital to the aid of 
industry. 





Bonaldo Stringher: An 


Appreciation 
By H. E. Benito Mussolini 


(Prime Minister of Italy) 


To tell of the work of Governor Stringher involves 
passing in review the whole history of banking in Italy 
during the last thirty years, and may also entail setting 
before the reader’s eyes the development of the duties 
of a bank of issue, in the light of past experience and 
present practice throughout the world. 

Stringher was appointed General Manager of the Bank 
of Italy in 1900 at a time when the Bank had emerged 
from the period of confusion between the duties of an 
ordinary deposit and lending bank and those of a bank 
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of issue, but was still faced with the task of disburdening 
itself of all the excrescences and encumbrances arising 
from the duties which it had previously performed in 
the earlier stages of the economic development of Italy. 

The Banking Law of 1883, which laid the foundations 
for the systematic working of a bank of issue, was due 
to Stringher’s initiative and efforts. The work of cleaning 
up the bank of issue was achieved by Stringher’s peculiar 
combination of banking ability and administrative firm- 
ness, with the result that the Bank of Italy was fully 
able to meet the demands of the industrial revolution 
and of the emergence of Italy as a world power. 

By his establishment of the credit of the nation and 
that of the Bank’s note issue on a solid basis and by 
securing the independence of the Italian money market, 
Stringher had made ready the financial weapon able to 
withstand the shocks of the ensuing world crisis. 

Faced with the exceptional needs of the war, he 
succeeded in contriving that the Bank should perform the 
special tasks with which it was burdened in consequence of 
its official position, satisfying the calls made on it by the 
Government without weakening the foundations of its 
strength, namely, its credit as a banking house. 

The Fascist Revolution found him at his post, as the 
repository of public confidence in his task of making an 
honest use of the means of exchange of the country’s 
economic life. He appreciated the vigorous spirit of 
the new régime and lent his aid in perfecting the system 
governing the working and duties of an issue bank. 

The reforms effected by the régime, such as the 
unification of the banks of issue and the cessation of the 
issue as legal tender of an inconvertible paper currency 
found in him an enthusiastic supporter and fellow worker. 

After the restoration of the gold standard in Italy 
he became Governor of the Bank, on the nomination of 
the Central Board of Directors and with the unanimous 
approval of his country. 

Stringher, as every day of his life gave proof, realized 
in the Bank of Italy the essence of the Fascist “‘ corpora- 
tive’ system : freedom for individual enterprise subject 
always to the general interests of the nation. 
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Australian Banks and the 
Government 


INCE the departure of the Niemeyer mission, events 
S in Australia have gradually been working up to a 

climax, which to judge from present indications is 
rapidly reaching its consummation. The Niemeyer mis- 
sion, it will be recalled, made what to the outside observer 
seemed to be the only possible recommendation, namely, 
that Australia should cease to try and maintain wages and 
prices at a level more suitable to the years 1922-24 than 
to 1930-31, and that, broadly speaking, she should cut 
her coat according to her cloth. At first it seemed that 
both the Federal and State Governments were ready 
to adopt these recommendations, unpalatable though 
they were, but looking backwards to-day it seems that 
Mr. Scullin’s absence in England last autumn gave the 
extremist members of the Labour Party a chance which, 
despite the courageous stand by Mr. Lyons and Mr. 
Fenton—left behind by Mr. Scullin as deputies—they 
have been able to seize. Mr. Lang’s victory in New 
South Wales, the Labour caucus’ endorsement last 
November of a policy of inflation, the reinstatement of 
Mr. Theodore as Federal Treasurer, and now the adop- 
tion by the Government of a thinly-disguised form of 
the Labour caucus’ inflation plan, are all stages in the 
abandonment of the task laid down by Sir Otto Niemeyer 
and endorsed by a body of Australian authoritative 
opinion during the succeeding months. 

It must be admitted that the Niemeyer proposals 
called for distinct sacrifices from all sections of the 
community, and, up to a point, it is difficult not to sym- 
pathize with Mr. Hughes in his reply to the Niemeyer 
report, which he issued last autumn. Mr. Hughes was 
fully justified in combating the general atmosphere of 
defeatism which the arrival of the Niemeyer mission 
inspired, and he was entitled to remind his readers that 
the war cost Australia, with a population of only six 
millions, £744,000,000, of which £370,000,000 was paid 
out of revenue, and a further {273,000,000 raised by 
means of internal loans. Again, of Australia’s total 
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debt of £1,100,000,000, nearly one-half is internal, and 
had it not been for the recent fall in prices, Australia’s 
external debt charge of £36,000,000 a year should not 
have proved unduly burdensome. Finally, he criticizes 
those outside observers, who are a little too prone to 
argue that Australia should cease to develop her indus- 
tries and should revert to her former role of primary 
producer. In support of his criticism, he points out (a) 
that primary production by itself would only provide 
employment for a fraction of Australia’s present popula- 
tion; and (b) that the state of the world’s markets in 
wheat and wool is not such as to render it profitable or 
desirable for Australia to divert her industrial workers 
to the production of more of these commodities. 

Even so, it is necessary to face the facts, and the first 
fact is that one cause of Australia’s present difficulties 
lies in the way in which she has attempted to maintain 
her industries in an artificial atmosphere of high tariffs, 
high wages, and production costs far above those necessi- 
tated by world economic conditions to-day ; and a second 
fact is that, until the supplies failed her, she had been 
accustomed to live beyond her means by the simple but 
unsound process of borrowing abroad. It was the 
cessation of this continuous influx of foreign capital, 
coupled with the contraction in the total value of her 
export trade caused by the collapse of wheat and wool 
prices—her two staple articles of export—which brought 
the banks into the story; for when she found her two 
main sources of external income either curtailed or cut 
off altogether, she had to apply to the banks for aid. The 
way in which the banks co-operated with the Government 
in providing the exchange needed to finance the service 
of the external debt is proof of this, just as the drastic 
way in which the banks had to ration other demands for 
foreign exchange, the break-down of this scheme last 
January, the depreciation of the Australian pound to 
two-thirds of its value, and the simultaneous collapse in 
the London price of Australian external loans are all 
evidence of the untenable position into which Australia 
has gradually been drifting. 

Beginning with the Niemeyer mission, which came 
from the Bank of England and not from the British 
Government, the bankers have given her just the same 
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advice as they are accustomed to give to any of their 
customers who, at a time when they have been living 
right up to if not beyond their means, find their incomes 
suddenly reduced, even if through no fault of their 
own. Virtually, the bankers have said, ‘If you face 
the facts, and bring your expenditure and your whole 
style of living into line with your present reduced cir- 
cumstances, then we will give you all the help that lies 
within our powers. Otherwise, our duty to our other 
customers and clients renders it impossible for us to 
help you.” This, in essence, is what the Niemeyer 
mission said, and this is the line that Australian bankers 
have been taking ever since. To quote from the latest 
report of the Commonwealth Bank, “ no improvement is 
possible until the whole situation is definitely faced and 
we return to sound economic principles. There is no 
escape from the results of unsound methods and 
rectification can be achieved only through the adoption 
of sane and sound procedure. The longer the reckoning 
remains unfaced the more difficult and serious it must 
be.”’” The proper reply to Mr. Hughes is to admit much 
of the substance of his evidence, but to add that the 
most he has proved is that Australia must reconcile 
herself to suffering—unjustly, if he likes—from adverse 
world circumstances which neither Australian ministers 
nor bankers can control. 

Unfortunately, events have shown that Australian 
Ministers are failing to face the facts, and instead are 
pursuing mirages such as the arbitrary restoration of the 
1929 price-level and the restoration of Australia’s former 
prosperity by a policy of naked inflation of the currency. 
On March 24th, Mr. Theodore introduced the Common- 
wealth Bank Amendment Bill, and to judge from cabled 
reports received as THE BANKER was passing through 
the Press, it empowers the Government to take over from 
the Commonwealth Bank Board such gold as is needed to 
meet Commonwealth indebtedness in London. The 
statutory gold reserve of 25 per cent. against notes is 
to be abandoned, and instead ‘‘ the Board shall not 
issue Australian notes to a greater amount than 
£60,000,000.”’ Notes are no longer to bear a promise of 
redemption in gold on demand and a purely fiduciary 
issue is obviously contemplated. Recognition of the 
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abandonment of the gold standard and of the depreciation 
of the Australian pound is to be found in another clause 
making it illegal to include in contracts a clause stipulating 
for payment in other than Australian currency. 

Mr. Theodore’s justification for this measure was that 
apart from general grounds an emergency had arisen in 
respect of imminent Australian debt commitments in 
London, and it was a question whether it was not best 
to use Australia’s gold stocks overseas. Mr. Scullin 
states that the bill is not to be debated until after Easter, 
but in any case, matters are quickly moving to a climax. 
There is little doubt that these proposals will be rejected 
by the Senate, in which case a double dissolution and a 
general election for both Houses will most probably 
follow. To judge from present indications, this will 
lead to the defeat of Labour and to the return of a 
Nationalist Government pledged to face the facts, and 
to reduce Australian standards to the level of those 
existing to-day in the world at large. If so, the corner 
will have been turned, and as Australia is still a young 
and vigorous country, her recovery should be rapid. 

To bring about such a recovery the banks will render 
all the help that lies within their powers, and they, will 
do so not in a spirit of partiality towards a Nationalist 
Government or of rancour towards Labour, but because 
the course the new Government will adopt will be the 
only one which the banks can countenance, or which 
will rescue Australia from her troubles. And when the 
day comes when the banks can cease to be directly 
involved in political turmoils or to play a leading part on 
the Australian stage, no one will be better pleased than 
the bankers themselves. 


The Policy of the Bank for 


International Settlements 

N an address delivered on February 12, 1931, to the 
[american Club of Paris, Mr. MacGarrah, the President 

of the Bank for International Settlements, gave a 
clear and complete outline of the Bank’s policy as it has 
so far been formulated. This statement is of such 
outstanding importance that THE BANKER is glad to 
have the opportunity of reproducing it in full. 
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Mr. MacGarrah said :— 

Having been kindly allowed the choice of a topic, I 
want to take advantage of this perfect opportunity to 
speak of some of the purposes and work of the Bank for 
International Settlements, and in passing, please permit 
me to use the initials which custom seems to have 
ordained are proper. namely, B.LS. 

Perhaps it is not strange in these days when so much 
of the news is in tabloid form that in all countries the 
public and the man in the street has such uninformed 
and confused ideas regarding the need which led to the 
organization of the B.I.S. and how in embryo, aside 
from the development of the Young Plan, it has been 
in the thoughts of international bankers certainly for the 
past I2 or I3 years. 

It is not necessary for my purposes at this time to 
weary you with the details of organization or with the 
extensive volume of its daily operations, but I would 
like to touch upon the original purposes of organization, 
and upon certain progress that has been made in realizing 
these purposes. 

May I say at the start that up to the present time 
we have not undertaken all the world-saving and philan- 
thropic suggestions that have been presented or that the 
newspapers have assigned to us. 

The Bank has been established and equipped to assist 
in promoting and simplifying the international flow of 
capital and the development of new facilities for inter- 
national financial operations. It is already international, 
though but nine months old, because its shares have 
been placed by or through Central Banks or banking 
groups of 22 nationalities, because it already operates 
in 24 of the world’s currencies which are on a gold or 
gold exchange standard, because its conservative short- 
term investments are in markets as remote as Tokio and 
Rome, Athens and Helsingfors, and because in its staff 
at Basle there are persons of I0 nationalities. In the 
daily workings of the Bank, where four languages are 
employed in correspondence, the entire spirit is one of 
international understanding and collaboration, of an 
appreciation of the fact that capital is fluid and overflows 
mere national or geographical divisions. 

The institution is non-political in character, organized 

Cc 
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and operated on a purely financial and commercial basis 
like any properly managed bank. Governments have no 
connection with it or with its administration. Created 
by central banks, its Board of Directors, made up of the 
Governors of central banks, of private bankers, and 
business industrialists, is the sole authority which fixes 
its policy. The Statutes expressly provide that no 
person may be a Director who is also a government 
official. If political considerations were to govern the 
Bank, its usefulness would be impaired—one might 
say, ended. There is no indication that governmental 
interference with a central bank has ever been anything 
but injurious, and what is true of one central bank is 
the more true of this new entity which constitutes an 
association of central banks. 

The name of the Bank includes the word “ settle- 
ments.” This implies that one of the essential objects 
of the institution is assisting in the simplification of 
international settlements of account between one country 
and another and one currency and another. Such settle- 
ments include not merely the adjustment of payments 
between states, but the larger machinery of the settle- 
ment of other international obligations, such as the 
service of international loans floated in several markets 
of the world, and the payments from one national 
economy to another of the net balances daily arising 
out of commercial and financial transactions. Because 
of a central organization, which has never before existed, 
many of these international settlements can be simplified 
and effected with a reduction of the disturbance to the 
exchanges. In this connection a far-reaching decision 
was taken by our Board of Directors at its first meeting 
of 1931. The decision augurs so much for international 
financial development during the current new year that 
I should like to read it :— 

“ After examination of the recommendations of 
the Committee for transactions in foreign exchange 
and gold, it was decided that Central Banks, when 
they have to receive payments from other Central 
Banks in respect of international payments or foreign 
exchange transactions, will notify, where possible, to 
their counter-parties the B.I.S. as their receiving 
bank. The B.I.S. will collect all information on the 
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conditions under which gold is purchased by the 
various Central Banks; it will likewise request the 
various Central Banks which have deposits of gold 
abroad to inform it whether they could be prepared 
to exchange such deposits for gold delivered in 
their vaults, in order to enable other banks which 
have to ship gold to reduce consignment costs to a 
minimum by means of the exchange of gold 
deposits.” 


Our Statutes provide not only for operations in foreign 
exchange, but also for the creation of an adjustment fund 
for movements in gold. A study of this possibility is 
under way, and the B.I.S. has already received gold 
deposits from certain central banks and is in a position 
to transfer them from the account of one bank to another. 
If and as more central banks adopt this system, we 
should avoid a recurrence of incidents like those witnessed 
in recent years, when gold crossed the Atlantic from 
London to New York at the same time that gold was 
transported from New York to Paris. 

While in the popular mind the Bank’s activity in 
connection with the German debt payments is regarded 
as its principal operation, and while it was a prime 
reason for the Bank’s creation, the truth is that this 
duty has already become the smaller side of the work. 
The administration of the monthly payments of Germany 
is a routine operation which could be carried on by any 
trust company. Consequently, nearly the whole thought 
and energy of the Bank are devoted to other financial 
fields. Reparation funds proper represented on our last 
balance sheet under 20 per cent. of our total assets, 
which then amounted to about $340,000,000. Similarly, 
it is a mistake to consider that the institution is one for 
handling the so-called inter-Allied debts. While Creditor 
Treasuries may use us like any other bank as a depository 
for funds which may or may not be ultimately employed 
to discharge public debts as well as private debts, there 
is no provision in the Young Plan or in the Bank’s 
Statutes by which the Bank collects from the principal 
debtor on the one hand and remits directly to the 
principal creditor on the other. 

The authorized capital of the Bank is 500 million 
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Swiss gold francs, divided into 200,000 shares. The 
subscription of the total capital having been guaranteed 
in equal parts by the central banks of Belgium, England, 
France, Germany, Italy, the Yokohama Specie Bank of 
Japan; and Messrs. J. P. Morgan & Company of New 
York, the First National Bank of New York and the 
First National Bank of Chicago, the B.I.S. opened its 
doors for business May 2oth last. At the first meeting 
of the Directors an invitation was extended to the central 
banks of Sweden, Switzerland and Holland to subscribe 
to the capital stock, and each subscribed 4,000 shares. 
Subsequently, invitations were extended to the central 
banks of Austria, Bulgaria, Czechoslovakia, Danzig, 
Denmark, Finland, Greece, Hungary, Poland, Roumania, 
Esthonia, Lithuania and Latvia. There are 164,600 
shares at present outstanding, for which the equivalent 
of about 103,000,000 Swiss gold francs have been paid 
in, and on which a further 300,000,000 Swiss francs may 
be called up by the Directors. The proceeds of the sub- 
scriptions—received in the currencies of the subscribers— 
were invested in the respective markets of the subscribers. 
Over 35,000 shares are being withheld for offer to central 
banks in other countries of the world where the 
currencies meet the Bank’s requirement of being on a 
gold or a gold exchange standard. In this connection, 
it is well to remember that the B.I.S. is not a European 
bank. Japan and the United States have nationals on 
its Board now totalling 14 members, and there are still 
nine vacancies to be filled. 

Applications for shares from the central banks of 
Portugal and Yugoslavia were approved but issue of the 
shares withheld until those countries have stabilized 
their currencies. In the improvement of the international 
flow of capital, one element is a stabilized currency. 
If money is to circulate more freely, capital must have 
confidence in the possibility of safe return from one 
currency to another. Hence one of our functions is to 
promote stabilization programs. Yugoslavia and Portugal 
have been advised that we stand ready to assist, and our 
technical services have been placed at the disposal of 
the central bank of Spain, with which we are in contact 
in connection with the peseta. 

Our internal organization consists of three depart- 
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ments, one for liaison with central banks and the 
collection and analysis of economic and monetary 
information, one for General Administration and 
Accounting, and the Banking Department proper which 
handles the receipt, disbursement, and investment of 
funds. 

The growth of the Banking Department of the institu- 
tion has been rapid. The first balance sheet of May 31st 
of last year showed assets of approximately 300,000,000 
Swiss francs. The statement of January 31st last 
disclosed assets of slightly over a billion 700 million 
Swiss francs. This advance has been primarily due to 
the co-operation of central banks, which deposit a steadily 
increasing portion of their foreign currency reserves with 
us. Such reserves now represent one-half of our assets 
and liabilities. Another one-quarter relates to deposits 
of central banks for the account of their Treasuries, and 
the remaining quarter represents our paid-in capital 
and permanent deposits entrusted to us pursuant to 
The Hague Agreements. No deposits have so far been 
accepted from private banking institutions or individuals. 

The monthly statements of the Bank are made in a 
single money of account, the Swiss franc taken at mint 
parity. Much curiosity has been shown as to the 
geographical distribution of our funds and the amounts 
held in various currencies or moved from one currency 
to another. We have not considered it appropriate to 
publish such business details, among other reasons because 
one of the functions of the Bank is to assist the exchanges 
in times of anticipated stress or temporary need, and it 
would hardly be helpful to advertise a situation we were 
assisting to correct by disclosing the changing directions 
which our funds take. Similarly, we do not publish the 
interest rate we pay for deposits, lest it be mistaken as 
something in the nature of a world discount rate, and 
alterations in our terms given a significance they do not 
have. I may say, however, that at present we are allowing 
one average rate for all currencies on the gold or gold 
exchange standard. I may add that we have, and have 
had, substantial investments in Germany which, as a 
debtor nation, naturally requires foreign capital. In 
fact, of our total investments at the end of the last 
calendar year about 25 per cent. were placed on the 
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German market. The Reich’s special need is for longer 
term credits. Consequently, of our investments for 
periods of six months or more, over 95 per cent. have 
been made within Germany. 

While I cannot discuss our investments in detail, 
I can say that they are very widespread and that 
contrary to some current reports, only a small fraction 
is placed in the Balkan States, and nothing in countries 
whose currencies are not yet stabilized. In making 
investments we have certain policies. 

First, mindful of our objective as a regulator of the 
exchanges, as a reserve centre and international clearing 
house for central banks, and as a factor in the improve- 
ment of international credit and the circulation of capital, 
our investments subordinate the profit-making aim to a 
consideration of their effect on central bank policy, the 
foreign exchanges and the improvement of world credit. 
While the Bank is still too young to have fixed policies 
in the sense that they are settled for all time, and while 
the Bank must remain flexible and adapt itself to 
changing conditions, the following principles are among 
those which have been guiding : 

The maintenance of great liquidity. This is requisite 
because half of our funds constitute the foreign exchange 
reserves of central banks. Such reserves must be quickly 
forthcoming in emergencies. Besides, to serve as a stabi- 
lizer of the exchanges, the Bank must be ready to move 
funds rapidly from one point to another. Consequently, 
though a third of our funds are placed with us for over 
37 years, only Io per cent. are invested for over six 
months and nothing over two years, sight to three months 
being the preference. 

We have endeavoured to relate investments directly 
to the promotion of trade and commerce, national or 
international, and consequently are large holders of 
commercial and export bills. We do not finance govern- 
ments; indeed, our Statutes expressly prohibit advances 
to governments, as well as the opening of current accounts 
for governments. 

We have been prepared, however, to act as Trustee 
for government loans. We are now Trustees for the two 
German loans popularly known as the “ Dawes” and 
“Young ”’ Loans, and also for the Austrian Government 
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7 per cent. Loan of 1930. We have also been asked to 
serve as Trustee for certain other government loans which 
will be issued in the near future. So far we have declined 
the Trusteeship of loans other than those of Sovereign 
States. 

With due regard to our commitments in a given 
currency and to liquidity, we have endeavoured to move 
capital from markets where it is superabundant to 
markets where it is needed. 

We move capital from markets of low interest rates 
to markets of high interest rates, in order to help the 
trend toward a levelling out of rates and to assist com- 
merce and agriculture in those centres where the interest 
rate is excessive. Thus, with proper security, we have 
made advances in certain Eastern European countries. 

We have moved our funds in ways aiming to be 
helpful to currencies which are temporarily or seasonally 
weak. In different parts of the world there are certain 
seasonal demands for financing, and these demands 
customarily involve a strain on the currency. Hence, by 
advancing short-term funds in these periods to the local 
central banks, we accomplish the double object of 
relieving the exchange strain and of putting capital 
where it is needed. 

We have endeavoured to avoid competition with 
existing agencies or private banking enterprise and 
instead to supply new facilities which have hitherto 
been lacking or unco-ordinated. 

Finally, we make investments with a view to or- 
ganizing credit mechanism in monetary centres where 
necessary instruments of credit are lacking. If a given 
centre has not, let us say, developed the helpful agency 
of a bill market, we state that we are ready to make a 
local investment if such a market is organized, where- 
upon we invest in bills. The value of this operation is 
that it attracts other funds into the countries in question, 
thus increasing the volume of credit at the disposal ot 
the national economy. 

Our investments have in all instances been made 
through or with the consent of the central bank in the 
country concerned. Our task being to work for the 
better organization of international credit, we conform 
our policy on each market to the desires of the responsible 
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central bank. This procedure strengthens the hands of 
the local central bank and gives it the opportunity to 
exercise the right to veto any operation of the B.I.S. in 
its market, which is provided for by the Bank’s Statutes. 
So far this veto right has never been exercised. On the 
contrary, a spirit of great helpfulness has been shown. 
In certain markets we have the central bank as our 
sole agent and correspondent. On others we have rela- 
tions with private banks, but only through the inter- 
mediary of the central bank. In some markets we work 
directly with private banks, where the central bank is 
not prepared to act for us but has no objection to our 
operating with private banks, but the central bank con- 
cerned is fully apprized of every operation undertaken. 

Until the very recent past, central banks have tended 
to work in isolation and in ignorance of what each was 
about to do. Because of the delicate unity of the inter- 
national credit structure such isolation is injurious and 
often results in the unintentional neutralization by one 
central bank of the salutary efforts of another. 

One essential utility of the B.I.S. is the opportunity 
it gives for central banks to discuss together their common 
problems. This opportunity results from the monthly 
meetings of our Board attended by the Governors of 
central banks, from the repeated visits of central bank 
officials to Basle, and from the return visits of the Bank’s 
officers. In addition there is maintained a practically 
continuous series of gatherings of experts to study 
problems of common concern. It is now an open secret 
that the recent decision of several central banks to 
accept a common standard of gold fineness is the outcome 
of the Governors’ conversations in Basle. 

To estimate the direction of our future growth is 
difficult. One conclusion is clear: that is, the increasing 
interest in the institution, as evidenced by the number 
of visits from leading bankers and economists from all 
parts of the world. Basle is becoming an international 
centre for the practical study and discussion of the 
world’s monetary and credit problems. We believe that 
the field of the Bank’s operations is broad and will be 
expanded because of the actual needs which have made 
themselves manifest. What are two of the great needs 
of the moment? The first is the encouragement of the 
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transfer of capital from the short money market, where 
it is so plentiful that it is practically impossible to invest 
even at low rates, over into the intermediate credit 
market where the supply is insufficient, and to the long- 
term market where the supply is woefully inadequate. 
The next need is the reopening of great capital markets, 
like that in the City of Paris, to foreign financing, 
especially at intermediate and long-term. I was de- 
lighted, as you were, by the recent address of my 
colleague, Governor Moret of the Bank of France, to 
the stockholders of that institution, in which he stated 
that he was convinced that it was good policy to en- 
courage foreign loans at long-term. I heartily endorse 
that view, which I understand the French Government 
shares—and I hope, further, that there may soon be 
such a re-establishment of confidence in America that 
our own country, like France, may continue to play 
the necessary economic réle of every creditor country, 
i.e. that of being a supplier of funds to sound foreign 
borrowers. 

The B.I.S. endorses the view that intermediate 
credits are necessary and desirable; and to demonstrate 
that its interest is not merely academic its Board has 
authorized the Bank gradually to invest $25,000,000 in 
such credits of from six months to two years’ maturity. 
The B.I.S. hopes that its example will set a fashion that 
will be followed by others who have greater resources 
which can be utilized in this type of financing. The 
B.I.S. endorses the conclusion that under present econ- 
omic conditions the pressing requirement of the moment 
to ameliorate world trade and business is the active 
expansion of long-term credits and foreign lending, 
which in turn demand political tranquillity and stability, 
both national and international, to render them prac- 
tically possible. It is most appropriate that I should 
mention this subject before the American Club in the 
City of Paris, because it is upon Paris and upon New 
York that, owing to the special conditions now pre- 
vailing in London, the opportunity and the obligation 
fall to help themselves by helping others, through making 
long-term investments. The B.I.S., within the limits 
of its resources and Statutes, is prepared to do its part 
to encourage these proper financial tendencies and 
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nothing will so advance their realization as the adoption 
by all governments, by all financial centres, and by all 
peoples of the guiding precept of our Bank, which was 
laid down for us by the Young Plan itself. I would like 
to quote this precept which we follow in our daily 
activities, and I cheerfully recommend it as a guide of 
conduct to everyone, and as a pre-requisite to the 
solution of most of the world’s ills: 

“ The B.I.S. is an institution whose direction 
from the start shall be co-operative and _ inter- 
national in character; whose members shall en- 
gage themselves to banish the atmosphere of the 
war, to obliterate its animosities, its partisanships, 
its tendencious phrases; and to work together for 
a common end in a spirit of mutual interest and 


good will.”’ 


J. Pierpont Morgan* 
By R. H. Mottram 


HIS is the full-length portrait of the man whose 
; name had very much the currency at the commence- 
ment of the twentieth century as that of Napoleon a 
hundred years before or Marlborough two hundred. Mor- 
gan was born in 1837, and Mr. Winkler gives most interes- 
ting details of his maternal grandfather from whom he 
took his second name, who was a Unitarian minister of 
that distinguished coterie that Holmes dominated in 
Boston. The Reverend John Pierpont was a dignified 
and beautiful old character perpetuated by his poem, 
‘“‘ Warren’s Address before the Battle of Bunker’s Hill.” 
This seems to be the most biased and uninforming 
statement in Mr. Winkler’s otherwise detailed and 
authoritative book. There is little trace of the 
Pierpont heritage in the character here displayed as there 
is of the ‘“‘ hearty old Tory squire’’ to whom the late 
Lord Northcliffe likened him. 
Morgan was the son of a financier and the grandson 
on that side of a man who laid the beginnings of the 


* « The Life of J. Pierpont Morgan,”’ by J. K. Winkler (Cape. 15s.). 
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Morgan fortune by providing regular coaches and estab- 
lishing inns when the infant Republic, comprising little 
more than New England, was struggling to its feet after 
the second British war. It is a very great pity that 
Morgan’s ancestry cannot be traced to the notorious 
pirate Morgan who with a handful of men sacked cities 
with such endearing gestures. Morgan does stand apart 
from the hasty, and nowadays apologetic crowd of 
makers of money by dishonest means because of 
a certain largeness of vision and sense of public re- 
sponsibility, however unintentional. He was not an 
upstart, not a peasant, nor a gambler. He saw that the 
modern world could live only by credit, and took his 
responsible share in the organisation of it. The fact 
that he resented any sort of public control and disliked 
explaining himself is not peculiar to him, but common 
to his generation. Along with it go his extraordinary 
physique—it appears that he never consumed less than 
twenty powerful cigars in one day—and a certain 
omnivorousness regarding women about which Mr. 
Winkler is charmingly frank, and touchingly naive when 
he says that Morgan’s religious sense was very strange 
and depthful. It appears that the lord of Wall Street 
considered that the only hope of salvation lay in the 
doctrine of the Atonement, enjoined this belief on his 
children, bought up vestries, and endowed a lying-in 
hospital to the suppressed but amused scandal of New 
York. 

He seems to have made his name first in 1857 by 
organising the fist and revolver battle over the Susque- 
hanna Railway. Then the Civil War gave him an oppor- 
tunity for showing his immense capabilities in the 
organisation of credit, thinking in figures and know- 
ledge of the psychology of the financial public. It is said 
that he and his father raised the credit of the United 
States after the Civil War from 63 to 4 per cent. This is 
Morgan’s authentic claim to greatness, and shows the 
mastery of their trade by both father and son, and their 
power in co-ordinating that sentiment which is the only 
reality behind credit and the life-blood of the modern 
world. More dubious is Mr. Winkler’s statement that 
Queen Victoria wished the elder Morgan to be buried in 
Westminster Abbey, and that his body was transported 
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across the Atlantic in a British warship. Much more 
striking is the account of Morgan’s contest with Jay 
Cooke, and of his reorganisation of the tottering 
Vanderbilt fortunes. It certainly does seem that superior 
weight, one might almost say superior breeding, told in 
each case. Morgan was the typical and inevitable giant 
of the competitive system. He plunged into the com- 
plicated, petty, and almost uniformly disgraceful finance 
of the American railways of the ’eighties, and told the 
frightened promoters “ Your lines are owned by my 
clients.’’ But he came, perhaps, to the height of his power 
and reputation in the panic of 1893, with its failure of 
158 national banks, suspension of 172 State banks, and 
partial or entire collapse of 177 private and 47 State 
institutions. Within ten years of that date the perfect 
competitor that he was, whose notion of competition 
must always be, not a series of similar businesses 
adjusting their rates to one another, but the ruthless 
elimination of all but one in the interests of monopoly, 
had been discovered by the public and become plain to 
the social and political consciousness of nations. It was 
during this decade that there first arose that antipathy 
between the actual producer and the Wall Street 
organisation of finance that has had such dramatic reper- 
cussions in our own time. It was the growth of this new 
feeling which enabled the budding genius of Theodore 
Roosevelt to launch his Anti-Trust Campaign, behind 
which he was able to mobilise so formidable a body of 
public opinion. The public knew what he meant. The 
“New York Life” jested about the re-Morganisation of 
Wall Street, and gave a burlesque ‘‘ Child’s History of the 
World,” in which Creation was dated at 4004 B.c. and 
reorganisation by Morgan & Co. at Igor. From thence- 
forward, although Morgan’s legendary renown was as 
great as ever, it was no longer treated with the old 
reverence. ‘Till his death in 1913, while he remained one 
of the richest men the world has ever known, there was 
a different note in the homage paid to him A new 
generation had arisen, and almost imperceptibly came 
the signs that even America was not boundless in size 
nor in possibilities of exploitation. Morgan simply could 
not bear giving evidence before Commissions or other 
public bodies. His dour, autocratic temper became yet 
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more sombre. Like all his kind, he does not seem to 
have had any real use for the enormous wealth of 
which he was owner. It is known that he was anxious 
to possess certain manuscripts relating to Lincoln, and 
that he preferred to travel in his sumptuous yacht, the 
Corsair. Very little else can be gleaned as to what went 
on inside that imposing physical bulk. He is, to a certain 
extent, a monument of his time, and it may very well be 
that future generations will puzzle over his extraordinary 
history, and wonder at the age which rendered such a 
man indispensable to its daily existence. Mr. Winkler’s 
Biography has therefore an importance far beyond the 
contemporary, and is hardly susceptible of improvement, 
save, perhaps, in the matter of bibliography. 


Matters of Law 


By Our Legal Correspondent 


T had been hoped that the decision of the Court of 
I Appeal in the sensational case of Banco’de Portugal v. 

Waterlow and Sons, Lid., would have been given in 
time for a review of the judgments to be offered in this 
present issue. But although the arguments in the 
appeal were concluded in the first week of March, the 
Court, taking time to consider its judgment, had not 
delivered it before the time of our going to press. Hence 
a complete account of the case as it has gone in the 
Appeal Court will have to await our next issue. It is 
small wonder that the Court of Appeal (Lords Justices 
Scrutton, Greer, and Slesser) reserved judgment after 
the brilliant arguments for and against the judgment 
of Mr. Justice Wright; for the case was complicated to 
a degree and raised most unprecedented facts. Yet the 
issue was confined to the question of damages. The 
course of the appeal reported in the Press would easily 
be followed by those of our readers who had perused our 
comments on the case published in our issue of February 
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last (Vol. XVII, No. 61). The Court of first instance had 
held the printers of the false notes at the instance of the 
swindler Marang liable and had assessed the damages at 
£569,421I—a heavy figure, indeed. For the hearing of the 
case by the Court of Appeal, Messrs. Waterlow and Sons, 
Ltd., engaged the services of Sir John Simon as leading 
counsel. As we anticipated, the printers of the false 
notes did not endeavour to question the decision of the 
trial judge as to the issue of liability. Whatever might 
have been said as to negligence or breach of duty, their 
liability under the contract with the Bank of Portugal 
was unanswerable. If our readers will kindly refer to our 
February issue they will realize the wisdom of Sir John 
Simon making it clear that in the appeal he did not 
propose to contend that there was not, “in the very 
remarkable circumstances of the case,” a liability on 
them arising from a breach of the implied terms of the 
contract between them and the Bank of Portugal. But 
he did contend, and that very cogently, that there should 
be a substantial modification of the damages awarded 
by Mr. Justice Wright. As we anticipated would be the 
case, this was the only issue debated in the Court of 
Appeal. And it raises a question of the utmost difficulty. 
The proper measure of damages has been the subject- 
matter of many cases. It is a singular truth that the 
principles of law are very plain and concur with good 
common sense; it is always in the application of those 
principles to the facts of a particular case that the diffi- 
culty arises. The law is clear; what is not so easy is the 
proper inferences to be drawn from the facts. Hence 
it was that Sir John Simon’s first main contention was 
that the heavy damages awarded were not such as 
might fairly and reasonably be considered as arising 
naturally from the breach of contract; nor were those 
damages such as might reasonably be supposed to have 
been in the contemplation of the parties at the time of 
the making of the contract as a natural and probable 
result of the breach of the contract. Secondly, he urged 
that the damage resulted from the voluntary act of the 
Bank of Portugal in suddenly and without due caution 
withdrawing the whole of the Vasco da Gama issue of 
notes and that it did not flow from any breach on the 
part of Messrs. Waterlow. Thirdly, the damages were 
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aggravated by the failure of the Bank to distinguish 
good from false notes and to take reasonable steps to 
minimize the damages. 

Then the objection that struck at the root of Mr. 
Justice Wright’s award was the taking the loss at face 
value—allowing for evaluation at the agreed rate of 
exchange. In England the holder of a bank note could 
demand gold in exchange for the notes, whereas in 
Portugal for forty years there had been a regime of 
inconvertibility. The main question, indeed, was whether, 
when the circumstances under which the Bank of Portugal 
issued paper currency was understood, it was correct 
to say that the Bank had suffered a money loss to be 
ascertained by taking the difference between the face 
value of the notes issued and transforming it into sterling. 

Translating these objections into figures, Sir John 
Simon suggested that at the most the bank was entitled 
to damages of £10,000—representing the cost of printing 
of new notes and wastage of the Vasco da Gama issue— 
i.e. a waste-paper damage. This was the one extreme. 
The other extreme view was that urged by the Bank’s 
counsel and taken by Mr. Justice Wright, that the face 
value of the notes was the proper index of loss and that 
the Bank was not only justified in withdrawing the 
whole issue and substituting good notes, but was bound 
to do so to maintain confidence in their note issue. It 
was argued that the Bank, in order to minimize their 
damages, were not bound to follow a course that would 
injure their commercial reputation, and any course 
other than instant withdrawal on discovery of the false 
notes would have done so. On the inconvertibility of the 
notes it was said on behalf of the Bank that not only the 
question of the liability of the Bank on the notes, but 
the value of the notes as currency, had to be considered. 
So soon as the notes passed out of the Bank they were 
of currency value. Nor did the Bank give them away; 
they issued them as against value. The notes could be 
used to buy sterling, to redeem mortgages, to pay off 
over-drafts, or for other purposes, and were capable of 
bringing in their currency value. 

Issue has been joined on these two views of the 
damages possible, and the argument of many days in 
the Court of Appeal emphasized our observations in 
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February that, once one departs from the currency value 
of the notes as a measure of damage, it is difficult to find 
a satisfactory substitute, although powerful arguments 
can be adduced against it. And one of the counsel for 
Messrs. Waterlow described it as a “ fantastic”’ con- 
tention. On the other hand, the alternative view that 
only waste-paper value attached to the notes sounds 
astonishing. Whether the Court of Appeal on the full 
and complete facts before it will adopt either of these 
alternatives or discover some via media remains to be 
seen. Let us again remind ourselves of how the case 
presents itself in law and realize that the difficulty lies 
in applying that law. We imagine that the Court of 
Appeal addressing itself to the facts will have to apply 
the rule of law laid down as long ago as 1854. It is 
known as the Rule in Hadley v. Baxendale, and was stated 
by Baron Alderson for himself and a strong Exchequer 
Court as follows :— 

“Where two parties have made a contract which 
one of them has broken, the damages which the other 
party ought to receive in respect of such breach of 
contract should be either such as may fairly and reason- 
ably be considered arising naturally, i.e. according to 
the usual course of things, from such breach of contract 
itself, or such as may reasonably be supposed to have 
been in the contemplation of both parties, at the time 
they made the contract, as the probable result of the 
breach of it. Now, if the special circumstances under 
which the contract was actually made were communi- 
cated by the plaintiffs to the defendants, and thus known 
to both parties, the damages resulting from the breach 
of such a contract, which they would reasonably con- 
template, would be the amount of injury which would 
ordinarily follow from a breach of contract under these 
special circumstances so known and communicated.” 

This rule has been the leading case on the measure of 
damages in contract ever since 1854. There is also the 
well-known addendum to the rule that a plaintiff com- 
plaining of a breach of contract is bound to take such 
steps as a reasonable man would take in the particular 
circumstances to mitigate his loss. The injured party 
is only required to act reasonably. It is obvious therefore 
that,the rule the Court of Appeal has to apply is largely 
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a matter of proper inferences of fact and it will be appre- 
ciated that the peculiar facts of the case present perhaps 
as awkward a problem as the Courts have had to meet. 

Several of the remarks interpolated by the Lords 
Justices during the argument seem to indicate at least 
prima facie doubts as to the correctness of the Bank’s 
position as regards its full claim as awarded in the Court 
below. It well may be that the Court of Appeal’s decision 
when it is given will not be taken as final, at least, if it 
accepts either of the two alternative extremes argued. 

There has lately been published a judgment of the 
Court of Appeal that affirmed the decision of the Court 
of first instance in the case of Calico Printers Assocta- 
tion v. The Anglo-Palestine Company and Barclays 
Bank Ltd. It is true that this case lays down no new 
principle, but as an illustrative instance of a special 
commercial bargain and its legal outcome it has a value. 
The facts, summarized shortly, really raise quite a 
curious point. 

The Plaintiffs had arranged with Barclays Bank 
to collect for them the proceeds of goods consigned by 
the plaintiffs to Beyrout in Syria. But they stipulated 
that Barclays should send the documents to the Anglo- 
Palestine Company in Beyrout, who were not the usual 
agents of Barclays. This company neglected to carry 
out the instructions given them by Barclays for the 
insurance of the goods on arrival in Syria and certain 
of the goods being lost by fire when in the customs 
house and uninsured, the plaintiffs suffered loss. They 
claimed damages from Barclays and the Beyrout com- 
pany. There was no doubt as to the facts but the law 
led to the interesting result that the plaintiffs failed to 
recover against either of the defendants. First, as 
against the Anglo-Palestine Company, they failed because 
there was no privity between the plaintiffs and that 
company, who it was held were in law acting as the 
agents of Barclays, notwithstanding that the plaintiffs 
had themselves selected them as the immediate collecting 
bank in Beyrout. The plaintiffs had employed Barclays 
as the collecting bank and indicated the local agents 
who were to be employed by Barclays, but such agents 
were instructed and employed by Barclays and were 
their agents none the less. Secondly, it follows that as 
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against Barclays, the plaintiffs would have succeeded 
normally. But Barclays had followed the practice of 
obtaining the plaintiffs’ signature to an agreement that 
the collection was at the risk of the depositor and that 
no liability was to attach to the bank as to storage or 
insurance. This clause protected Barclays therefore 
from any neglect of instructions by their agents at 
Beyrout, it being clear that Barclays’ instructions as to 
insurance were clear and correct. It is true that instruc- 
tions included a clause: ‘‘ Documents to be surrendered 
against payment; if goods are not taken up please do 
your best on our behalf to warehouse and insure against 
fire.’’ Barclays passed on this instruction to the Anglo- 
Palestine Company who omitted to insure the goods. 
But as the judge held the instruction to “ do your best 
on our behalf ”’ could not qualify the express condition 
as to non-liability which was part of Barclays’ contract 
with the plaintiffs. Apart from that condition the neglect 
by their agents in Beyrout would have rendered them 
liable as not having done their best (by their agent) and 
the judge added “ Acts of omission, if resulting in no 
insurance being effected, if due to inadvertence or mistake, 
or forgetfulness, are as much under the contract at the 
plaintiffs’ risk, as are acts of commission.”’ 

The case of Slingsby v. Westminster Bank which our 
readers will find discussed in our issue for last December 
(Vol. XVI, No. 59), has in some quarters been a little 
misunderstood, judging from a note in a contemporary 
publication. Those who followed the earlier remarks 
on the case by our legal correspondent will not, we think, 
share in this misunderstanding, but the judgment of 
Mr. Justice Finlay may easily be interpreted as going 
further that it really did go. The case was one as to the 
exact position of warrants for the payment of interest 
on 5 per cent. War Loan. Legal opinion as given in the 
text books had up to that judgment taken the view 
that such warrants were not included in the term 
“warrant for the payment of dividend’’ as employed 
in section 95 of the Bills of Exchange Act, which brought 
such warrants within the purview of the crossed cheques 
sections of the Act and thereby gave bankers the pro- 
tection of section 82 in respect of their collection for a 
customer with a defective title or no title as against any 
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claim by the true owner for conversion. Mr. Justice 
Finlay, however, looked at the language of the Finance 
Acts instituting the loan where the word “ dividend ” 
was freely used for interest and he held that these par- 
ticular warrants, although for interest on war loan or 
stock, were “ dividend warrants ’”’ under section 95 and 
had the advantage of the crossed cheques sections. But 
as judges often do, he went further than he need have 
gone for the express decision of the particular case. 
Although his judgment can, we think, be maintained 
on the wording of the Acts creating and regulating the 
War Loan and was really based on an examination of 
the language of those Acts, the learned judge also said 
that he arrived at the same result on the construction of 
section 95 alone. He said: ‘“ The point is whether the 
word ‘ dividend’ in the Bills of Exchange Act is used 
in the narrower sense as meaning that part of the profits 
of a company divisible among its shareholders, or in a 
broader sense as meaning that which is to be divided. 
I think that the broader construction is to be preferred ”’ 
and added “‘ I arrive at this conclusion on the construction 
of section 95 of the Act of 1882.” This is quite another 
proposition and is more open to argument. Yet in 
some quarters it has been taken as laying down the law 
that not only War Loan Warrants (to which the judgment 
really related), but all interest warrants would come 
under section 95. That is, we venture to suggest, going 
too far. The case itself dealt only with War Loan 
Warrants and we can scarcely think that the remark 
quoted above as to the construction of Section 95 alone 
would have sufficed to settle the case. It would be 
very unsafe therefore for bankers to assume that every 
interest warrant issued by commercial companies is a 
“ dividend’”’ warrant within section 95. Venturing a 
Suggestion as to the real position of the matter legally 
it were better put thus: That there is nothing in the 
term “‘ dividend warrant ”’ in section 95 that necessarily 
cuts out of it a document that is by Act of Parliament con- 
stituting it or by the usage of the commercial community 
known as, described as and termed a “ dividend warrant ”’ 
whether it relate to “dividend’’ in the narrower or 
the broader sense of that word. But whether or not a 
particular document comes within the term must depend 
D2 
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on its statutory or customary description and usage. 
Hence some warrants for interest may be “ dividend ” 
warrants if so commonly described but if they are mere 
interest warrants and described and dealt in as such 
they do not come within the section. 


Banking Appointments and 


Retirements 
Lloyds Bank. 

Mr. C. F. Gabb, Manager of the Branches Stock Office, 
has retired after 47 years’ service. Mr. Gabb was born 
in 1866, and was educated at Bishop’s Stortford High 
School and the Anglo-French College. In 1884 he 
joined the service of Lloyds, Barnetts and Bosanquets 
in London, and his subsequent career was spent entirely 
in the City. He received his appointment as Stock 
Office Manager in 1915. Mr. Gabb is Deputy Vicar- 
Choral at St. Paul’s Cathedral. His recreations are 
music (orchestral, chamber and choral), golf, motoring 
and wood-work. During the war he served in the 
Hertfordshire Volunteer Regiment. 


National Provincial Bank. 

Mr. J. Dennington has been appointed an Assistant 
General Manager. He joined the service of the bank in 
1904, and during the next ten years held appointments 
at Middlesbrough, Sunderland and Bristol, and Head 
Office (Advance Department). In 1914 he proceeded on 
military service and after his demobilization joined 
the Inspection Staff of the bank in 1919. In 1922 he 
became Assistant Secretary, and a year later was 
appointed Secretary of the Bank. He is relinquishing 
this post to take up his present position. 

Mr. Dennington is being succeeded as Secretary by 
Mr. R. H. Cutting. Mr. Cutting entered the service of 
the bank in 1908 at their Hereford Branch, and prior 
to the war served there and also at Loftus and in London. 
On his return from military service in Ig1g he was posted 
to Bideford, and a year later was made Accountant of 
Shaftesbury Branch. Subsequently he held similar 
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posts at Exeter and Piccadilly. In 1928 he was appointed 
an Inspector of Branches and a year later Deputy Chief 
Inspector. He held this last post until he received his 
present appointment. 


Union Bank of Scotland. 

Mr. J. M. S. Lambie, agent of the Union Bank at 
Dumfries, has been appointed manager of a new branch 
of the bank recently opened at 332, Oxford Street. 
Mr. Lambie joined the service of the Union Bank at 
Greenock, his native town, and after serving there and 
at Port Glasgow, and Glasgow (Vincent Street) was 
transferred to London in 1907. He remained at the 
Bank’s City Office in Cornhill until 1928, rising to the 
position of accountant, and in the latter year was 
promoted to the agency at Dumfries. He is a prominent 
member of various Scottish associations in London, 
and is also a Rotarian. His recreations are golf and 
bowling. 


Westminster Bank. 


Mr. A. H. Ollett, Manager at East Greenwich, has 
been appointed an Inspector of Branches. 

Mr. N. T. Shepherd, resident clerk at Cockermouth, 
has been appointed Manager at Ellesmere Port, a post 
left vacant by the death of Mr. R. I. Hampson. 


The Yorkshire Penny Bank. 


Mr. F. Pinder, the Manager of the Blackburn Branch 
of the Yorkshire Penny Bank, has recently retired after 
thirty-six years’ service in the Bank. Mr. Pinder com- 
menced his banking career at the Craven Bank in Burnley 
in 1888. He entered the service of The Yorkshire Penny 
Bank at Leeds in 1894, and was appointed Manager 
successively of the Hunslet (Leeds), Nelson, Burnley, 
Ilkley, and Blackburn Branches. 

Mr. J. Dixon, of Whitby, has been appointed Manager 
at Blackburn in place of Mr. Pinder. Mr. Dixon is no 
stranger in Blackburn, as he was on the Staff of the 
Blackburn Branch for many years up to 1923, when he 
was appointed Assistant Manager of the Leeds Office. 
In 1928 he was appointed Manager of the Whitby Branch. 
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Mr. Dixon has always made a special feature of the 
technical side of his profession, and has given lectures 
in Newcastle, Middlesbrough, and other places under 
the auspices of the Institute of Bankers. 

Mr. B. L. Hookins, who will take Mr. Dixon’s place 
in Whitby, entered the service of the Bank at Sheffield in 
1898, and was appointed Manager of the Pontefract Branch 
in 1910. Mr. Hookins is particularly interested in Table 
Tennis, and is a Vice-President of the English Table 
Tennis Association. He has captained the English 
Team on various occasions, and has visited most European 
countries in connection with the game. 

Mr. S. C. J. Hibbert, late of Chesterfield Branch, has 
taken the place of Mr. Hookins as Manager of Pontefract. 
Mr. Hibbert is, perhaps, best known to the public as a 
keen musician. He was an Organist and Choir Master 
at the age of fifteen, and until quite recently was Assistant 
Organist to Dr. Staten at Chesterfield Parish Church. 
He is an Associate Member of the Royal College of 
Organists, and of Trinity College of Music, London. 

Mr. A. D. Mitchell, who has been Manager of the 
Rotherham Branch for thirty-two years also retired 
recently on pension. He had been in the service of the 
Bank for over forty-three years, having commenced 
his career at Sheffield, where he remained until appointed 
to the position which he has just vacated. 

Mr. R. H. Goucher has been appointed Manager of the 
Rotherham Branch in place of Mr. Mitchell. Mr. Goucher 
was educated at the Rotherham Grammar School and 
captained the School at Cricket and Football. During 
the war he served in Mesopotamia and Palestine. Shortly 
after returning to the Bank, he was appointed Manager 
of a new Branch at Sheffield Moor, and subsequently 
he became Assistant Manager of the Sheffield Office. He 
is well-known in Rotherham, and is a Director of the 
Rotherham Golf Club. 

Mr. E. Gledhill, who has been appointed Assistant 
Manager of the Sheffield Office, entered the service of 
the Bank in Leeds in 1901. He served in the Inspection 
Department of the Bank for several years, and was 
subsequently appointed Assistant Manager of Leeds 
Branch, a position which he held until his appointment 
as Manager of Wakefield in 1923. 
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Mr. R. H. Kershaw, Manager of Dewsbury Branch, 
will take Mr. Gledhill’s place as Manager of Wakefield. 
Mr. Kershaw commenced his career in the Bank at 
Halifax. He has held the positions of Manager of the 
Sowerby Bridge Branch and Assistant Manager at 
Halifax Branch. 

Mr. A. V. Richardson, of the Leeds Branch, will take 
Mr. Kershaw’s place as Manager of Dewsbury. Mr. 
Richardson is a Leeds man, and was educated at the 
Leeds Grammar School. During the war he saw service 
with the Leeds Pals in Egypt and France, and was with 
that Battalion in the memorable “Somme” attack 
on I July, 1916. He was subsequently gazetted to the 
West Riding Regiment as Second Lieutenant. 


International Banking Keview 
BANK FOR INTERNATIONAL SETTLEMENTS 


HE return of the Bank for International Settle- 
ments for February 28, 1931, shows an increase of 

the bank resources of 153-1 million Swiss francs. 

The greater part of the increase consisted of an expansion 
in Treasuries’ deposits for a term of three to six 
months, which rose from 124-7 to 214-9 million francs. 
Treasuries’ sight deposits increased by only 8 million 
francs, while deposits up to three months remained 
practically unchanged. This is explained by the fact 
that, as the next instalment of war debt to the United 
States falls due on June 15, the Treasuries of the Allied 
countries leave their reparation and other war-debt 
receipts with the Bank until that date. At the same 
time, the central banks reduced their time deposits and 
increased their sight deposits. The Bank’s holding of 
commercial bills increased from 347 millions to 429 
millions, while its Treasury bill holding showed a decline. 
The extent to which central banks are using the 
Bank as a depository of their foreign exchange reserves 
is increasing. It is reasonable to assume that the leading 
central banks vary their deposits so as to prevent too 
sudden changes in the aggregate resources of the Bank. 
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Otherwise its resources would swell considerably previous 
to the maturities of American war debt instalments on 
June 15 and December 15, and would then contract 
suddenly as a result of these disbursements. As such 
fluctuations of the Bank’s resources would be detrimental 
to the smooth working of the banking department, the 
leading central banks presumably always withdraw 
some of their own deposits previous to those dates, and 
return them after the dates. 


UNITED STATES 


After the excitement of the last few months, American 
banking has had a rather uneventful month. The traces 
of the troubles experienced in November and December 
have disappeared altogether, and the situation has once 
more become normal. Although the business depression 
continues to affect adversely the earning capacity of 
banks, they have, on the whole, no reason to complain. 
The quarterly dividends of the leading banks show no 
change as compared with the amounts paid out for 
previous quarters. 

Investigations into the affairs of the Bank of United 
States, which suspended payments in December, have 
revealed some amazing details. It is alleged that whereas 
the directors reported a surplus of $10 millions and 
undivided profits of $7 millions on September 24, 1930, 
the State examiners found that no such funds existed. 
Another allegation is that the directors owed the bank 
about $4 millions in June last. The minutes of the 
board since December, 1929, are said to be missing. 


FRANCE 

As in the United States, so in France the banking 
situation has now returned to normal. Although the 
series of small provincial banking failures continue at 
the rate of about two or three banks a week, these failures 
do not cause any particular concern. The major part of 
the deposits withdrawn from the leading banks in Decem- 
ber have gradually found their way back to them, and 
some of the larger banks have even increased their 
deposits, as many people have transferred to them their 
accounts hitherto kept with smaller banks. In France, 
as in Germany and Italy, the tendency points towards 
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the disappearance of many of the numerous small 
banks which can hardly justify their existence in present 
circumstances. 

The liquidation of the banking interests of the Paris 
financial house Bauer Marchal & Co. has been completed. 
As a result of the acquisition of the control of the Banque 
Privée by strong banking interests, there have been 
some important changes in the board of directors of that 
bank. The four directors representing the Bauer Marchal 
interests have retired, and have been replaced by the 
nominees of the Crédit Industriel et Commercial. 

Notwithstanding the fall in the Paris market discount 
rate, the turnover in bills remains restricted, and the 
margin between buying and selling rates is still rather 
wide. It is difficult to buy large amounts at the quoted 
rate. The London branches of French banks continue 
to be active in acceptance business, and their sterling 
acceptances which used to be quoted slightly above 
prime rate are now quoted at prime rate. French 
banks are particularly willing buyers of French sterling 
acceptances in London. 

The particulars of the share issue of the Société 
Nouvelle de la Banque Adam, which is to carry on the 
business of the bank, have been officially announced. 
The capital will be 40 million francs, divided into 80,000 
shares of 500 francs, of which 125 francs paid up. Should 
the whole amount not be subscribed, the capital may be 
reduced to the amount actually subscribed, provided 
that it is not less than 5,000,000 francs. 

The following figures compare the net profits of a 
number of banks for 1930 with those of the previous 
year :— 


1929 1930 

(In thousands of francs) 
Crédit Foncier de France. . a «« 100,082 112,854 
Banque de l'Union Parisienne .. .. 33,040 33,945 
Banque Générale du Nord ie .. 10,490 10,980 
Banque de Suede et de Paris... 5,637 7,704 


Banque Industrielle de l’Afrique du Nord 4,172 4,533 


The net profits of the Banque Nationale de Crédit 
for 1930 amounted to over 44} millions, an increase of 
2 millions as compared with 1929. The dividend remains 
unchanged at 70 francs per share. The dividend of the 
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Banque de Paris et de Pays Bas remains unchanged at 
100 francs per share, and that of the Comptoir National 
d’Escompte remains at 80 francs per share. 


GERMANY 


The accounts published by German banks show a 
considerable decline in their earnings during 1930. The 
net profits of the Berliner Handelsgesellschaft amounted 
to 2:8 million reichsmarks last year, or a decline since 
1929 of 1-r millionreichsmarks. The dividend is reduced 
from 12 to 8 per cent. The Barmer Bankverein is to 
reduce its dividend from Io per cent. to 8 per cent. 
The Prussian State Bank (Seehandlung) provided a 
favourable exception, its earnings increasing from 4:6 
millions to 6-9 millions. Its capital will be raised from 
17 millions to 21 millions by appropriations from last 
year’s surplus. 

The Berlin banking firm, Crasch & Co., has suspended 
payment. It is hoped that by means of gradual liquida- 
tion the creditors will be repaid in full. Negotiations for 
a settlement between the Bankgeschaeft Paul Krause 
& Co., Berlin, and its creditors have broken down, and 
the bank has been declared bankrupt. 

The voluntary liquidation of the Frankfort private 
banking firm von Erlanger and Sohne has been concluded, 
and the firm has ceased to exist. On this occasion, the 
German Press gives an account of the successful activities 
of that banking house during more than half a century, 
in the course of which it played an important part, not 
only in the Frankfort market but also in international 
finance. The reason for its liquidation was that the 
German branch of the family had no male descendants. 

As a result of the absorption of the Mecklenburgische 
Bank, the Rostocker Bank increased its turnover in 1930 
to 783 millions, against 572 millions in 1929. The dividend 
has remained unchanged at 8 per cent. 


ITALY 


A new company has been formed under the name of 
Societa Financiaria Italiana, with the object of taking 
over the industrial securities held by the Credito Italiano. 
This transaction, which coincided with the announcement 
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that the highest decoration has been conferred upon 
Signor Feltrinelli, chairman of the Credito Italiano, and 
Signor Orsi, managing director of that bank, may be 
regarded as a final reply to the attacks directed against 
that bank by one of its late directors who, through the 
circulation of a pamphlet criticizing the management of 
the bank, succeeded in provoking some withdrawals of 
deposits. Such withdrawals, however, were entirely 
local in character, and, as the bank easily met the demand, 
confidence was soon restored. It has been realized, at 
the same time, that a commercial bank cannot afford 
to carry large amounts of share holdings, and this explains 
the decision to transfer these holdings to the new com- 
pany. 
The net profits of the banks show a moderate decline 
as compared with 1929. The Banco di Roma earned a 
net profit of 17,627,000 lire in 1930, against 18,722,000 
lire for 1929. Its dividend remains unchanged at 4 per 
cent. The Banca Vonwiller, Milan, maintains its dividend 
at 9 per cent.; its net profits amounted to 2,740,000 lire. 
The Banco Ambrosiano, Milan, has declared a dividend 
of ro lire per share. 

The Banca Fallarte is reducing its share capital from 
25 million lire to 124 million lire, and is raising it again 
to 20 million lire. It was established in 1885 ; its dividends 
have been successively reduced during the last three 
years. 

SWITZERLAND 

The net profits of the Swiss National Bank for 1930 
amounted to 7,100,000 francs, against 7,310,000 francs 
for 1929. The dividend remains unchanged at 6 per cent. 
The Banque de Depots et de Credit, Geneva, earned a 
net profit of 1,390,000 francs for 1930, approximately the 
same as for the previous year. The dividend remains 
unchanged at 6 per cent. The net profits of the Banque 
de Montreux amounted to 278,000 francs for 1930, 
against 281,000 francs for 1929. 

In the March issue of THE BANKER, the profits of the 
Basler Handelsbank for 1929 and 1930 were wrongly 
stated. The correct figures are Frs. 8,230,043 for 1929, 
and Frs. 8,297,649 for 1930. We regret the error that 
occurred, and are glad to take the earliest opportunity 
of rectifying it. 
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BELGIUM 


The results of a number of banks for 1930 are com- 
pared with those for the previous year in the following 
table :— 





1929 1930 
(In thousands of francs) 

Crédit Générale de Belgique - .. 21,023 20,445 
Mutuelle Solvay .. - - .. 20,999 64,030 
Société Nationale de Crédit 4 l’Industrie 23,647 25,701 
Banque de Crédit Commercial .. .. 11,985 9,044 
Handelsbank : Ate sa: 2 3,179 
Banque Générale de Liége et de Huy .. 17,900 17,448 
Banque de Courtrai ie oe sa 5,610 5,540 
Banque de Hainaut “ es i 6,560 6,660 
Banque Belge d’Afrique .. ms 4,895 





HOLLAND 


The net earnings of the Disconto Maatschappij, 
Rotterdam, declined from 490,000 guilder to 390,000 
guilder. The dividend has been reduced from 63 per 
cent. to 6 per cent. The Nederlandsche Bankinstelling, 
The Hague, has increased its dividend from 20 to 22 per 
cent. 

DENMARK 

The net profits of the Privatbanken i Kjobenhavn for 
1930 amounted to 63 million kroner, against 6 millions 
for 1929. The dividend has remained unchanged at 
6 per cent. The special capital introduced in 1928 on 
the occasion of the reconstruction of the bank was 
reduced from 15 millions to 12 millions. 


NORWAY 
The net profits of the Bank of Norway for 1930 
amounted to 7,100,000 kroner, against 8,260,000 kroner 
for 1929. The dividend has remained unchanged at 
8 per cent. 
FINLAND 
The net earnings of the Helsingfors Aktiebank for 
1930 amounted to 21,120,000 marks, against 20,500,000 
marks for 1929. The dividend has remained unchanged 
at I2 per cent. 
CZECHOSLOVAKIA 
The net profits of the Czechoslovak National Bank 
for 1930 declined from 150,029,000 crowns in 1929 to 
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112,249,000 crowns in 1930. The dividend has been 
reduced from 290 crowns to 280 crowns. 

The deposits of the Donaubank, Bratislava, increased 
by 40 million crowns to over 500 million crowns during 


1930. 
HUNGARY 


The Hungarian General Credit Bank reduced its 
dividend from 11 per cent. to 9 per cent. The Father- 
lands Bank reduced its dividend from 44 pengo to 4 pengo 
per share. The Hungarian General Savings Bank de- 
clared a dividend of 12 per cent. against 14 per cent. last 
year, while the City Savings Bank of Budapest reduced 
its dividend from 12 to Io per cent.; a similar reduction 
has been made by the Hungarian Country Central 
Savings Bank. 


ROUMANIA 


The balance sheet of the Banca Marmorosch Blank 
& Co. shows no trace of the run which took place early 
in 1930. Its deposits, at 2,631 million lei, show a slight 
increase over last year. Net profits increased by 54 
million lei to 603 million lei. As a result of the measures 
taken to meet the emergency, the bank has become 
much more liquid than it has ever been before. 

The net profits of the Banca Romaneasca for 1930 
amounted to 98 million lei, against 133 millions for 1929. 

The Banca Dacia, Iassy, has suspended payment. It 
had been in difficulties ever since the beginning of 1930, 
when its creditors granted a twelve months’ moratorium, 
which has now expired. It was established in 1918, and 
has a capital of 25 million lei. 


GREECE 
The net earnings of the Banque d’Orient, Athens, 
declined from 10,879,000 drachmas to 7,267,000 drach- 
mas; the dividend has been reduced from 25 francs to 
18 francs. 


SPAIN 


The net profits of the Bank of Spain for 1930 amounted 
to 100,258,000 pesetas, against 96,684,000 pesetas for 
1929. The dividend has remained unchanged at 125 
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pesetas. The Banco Hispano-Colonial earned a net profit 
of 4,515,000 pesetas in 1930, against 2,700,000 pesetas in 
1929. The dividend has been raised from 23 to 34 
pesetas. The net earnings of the Banca Marsans declined 
from 1,679,000 pesetas to 1,554,000 pesetas. 


PORTUGAL 


The gross profits of the Bank of Portugal amounted 
to 46 million escudos in 1930, against 42} millions in 1929. 
The net profits amounted to 15,093,000 escudos. 


BOLIVIA 


The net profits of the Banco Central de Bolivia for 
1930 amounted to 1,261,000 bolivianos, against 1,619,000 
bolivianos for 1929. The dividend remained unchanged 
at 8 per cent. Notwithstanding the severe economic 
depression from which the country is suffering, the 
Banco Central de Bolivia has been able to maintain the 
absolute stability of the currency—a proof of the valuable 
assistance rendered by this bank to the country. 


Afterthoughts on American Banking 
By H. Parker Willis 


S a result of a winter very largely spent in dis- 
A cussion of the principles of banking—most of 
them violated by actual practices and policies 

on the part of American banks during the past five 
years—the financial community has achieved a much 
more general measure of agreement regarding the funda- 
mentals of the banking situation than has been possible 
hitherto. This does not mean that there is complete 
harmony as to the meaning of the statistical situation 
of the banks or as to the character of measures to be 
adopted for the future. It does seem to mean that the 
principal men engaged in the practice of finance are no 
longer disposed to contest the true nature of the factors 
which brought on the panic of 1929, so far as it was a 
product of banking, while at the same time, they appear 
to have established a tolerable degree of agreement 
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with respect to the main factors of weakness now visible 
in the nation’s banking system. 

Possibly the most striking and concrete example of 
this approach to agreement has been furnished by the 
Federal Reserve Board, which, at the opening of March, 
published its annual report. The document in question 
is very different in tone from those of previous years, 
and is particularly noteworthy in that it makes no sug- 
gestion with reference to legislation. It calls attention 
to the relatively greater degree of harmony which prevails 
in the community, flatly stating that ““ many important 
problems connected with the structure and functioning 
of the banking system’ have been clarified by recent 
discussion; while it goes on to add that inasmuch as 
Congressional committees are at work studying the 
general situation, it does not think it best to attempt 
new recommendations for legislation. On the other 
hand, its description of current banking conditions is 
stated in a way that seems to take for granted the 
indisputable character of the facts so represented. 

The situation as presented by the Board is anything 
but satisfactory. True, according to it, during the year 
1930, the liquidation of credit both in member and 
non-member banks has been considerable. According 
to the Board, “ the latest figures available for non-member 
banks show a decrease of $800,000,000 between October 4, 
1929 and September 24, 1930. If the relation of the 
decrease in non-member bank credit and in member 
bank credit may be assumed to have remained approxi- 
mately the same during the last quarter, then the total 
decrease in bank credit outstanding for the 15 month 
period was in the neighbourhood of $3,000,000,000.”’ 
In speaking of the member banks (included in the 
foregoing total), the Board calls attention to the fact 
that during the same 15 months “there was a large 
liquidation of loans to customers and particularly of 
loans to trade and industry, reflecting the effects of 
reduction in current credit requirements at a time of 
diminished business activity.’’ So far, the analysis is 
encouraging. However, the other side of the situation 
is also to be noted. ‘‘ The heavy liquidation of local 
customer loans was largely offset by an increase in 
investments and in open market loans including accept- 
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ances, commercial paper and street loans. During 
the last quarter of 1930 there was little further liquidation 
of customer loans, but street loans continued to decline 
as the demand for accommodation from the Stock market 
decreased, with the net result that loans and investments 
of member banks during the 15 month period decreased 
in all by $1,050,000,000.”” The following table furnished 
by the Board places in compact form its views with 
respect to the changed position of member banks between 
a date just before the panic and the end of the year 1930 : 


CHANGES IN ASSETS OF MEMBER BANKS—OCTOBER 4, 
1929—DECEMBER 31, 1930 


(In millions of dollars] 





Member Banks in— 





Member 

All es 

~~ Member New Other Re cove 
Banks. York Reserve Citie a 

City. Cities. —_— 

Loans and Investments, Total «- | — 1,054 | + 432] — 226] — 1,261 
Loans to Banks in ot = Io} — 19} — 8] + 17 
Loans to other Customers, Total — 2,243 | — 508] — 869] — 865 
Secured by Stocks and Bonds — 167} + 192} — 213| — 146 
Secured by Real Estate + 81r{| — 28; + 139|/— 30 
Otherwise secured and unsecured | — 2,157 | — 672] — 795 | — 689 
Open-market Loans, Total — 42] + 330] + 5|— 376 
Acceptances ‘ we + 207|/ + 119/+ 1113]/— 24 
Commercial Paper + 138] + 26; + 137|-— 25 
Street Loans — 387) + 185] — 245] — 327 
Investments +1,240 | + 629] + 647] — 36 





Superficially the showing that was thus made may 
seem impressive. It is only when we begin to consider 
the actual character of the holdings of banks as they 
stand at the present time, that a definitely less satisfactory 
situation becomes apparent. The investigations which 
have been made by the Senate Sub-Committee during 
the past three months, point to the fact that the portfolio 
of a good many banking institutions throughout the 
country is at the present time unquestionably “‘ frozen.”’ 
The liquidation of the past year has gone more and more 
slowly. Two distinct causes of this freezing are now 
detected, and are generally admitted and agreed upon. 
In the first place, in certain sections of the country, 


<A 
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there has been an unmistakably large investment in 
real estate loans which, as now appears, were based 
upon over-inflated values not likely to be recovered. 
So far has this over-inflation gone, that it would seem 
probable that many of these loans are now fully equal 
to the actual value of the real estate on which these are 
based, if not, in many cases above it. Indeed, in not a 
few instances, the real estate now regarded by the banks 
as collateral is to-day not saleable at all, so “ dead”’ is 
the market for land. This means that so soon as a 
bank is driven to attempt to liquidate these loans in 
order to meet its engagements, it finds itself in a very 
serious position. This has happened already in a great 
many cases, and the result has been a continuance of the 
rapid movement toward banking concentration and 
amalgamation. In a large middle-western city for 
example, where the real estate flotations were perhaps 
of the most dangerous and most extreme type, the 
larger banks have been obliged to absorb very considerable 
numbers of smaller institutions—suburban and neighbour- 
ing banks, or even the smaller types of city institution, 
which had allowed themselves to become involved in the 
real estate schemes of the past few years, carried on with 
the aid of bank funds. Looking back upon the ex- 
perience, according to one of the abler bankers of the 
middle-west, it almost seems as if every sort of insane 
scheme had been resorted to. This state of things 
unfortunately is not confined to any place or portion 
of the country, but is general, extending throughout 
all parts of the country, although naturally more serious 
in some than in others. The existence of such general 
and reckless investment of bank funds in real estate 
loans which threaten to become semi-permanent because 
of the difficulty of liquidation there, is now fully 
admitted. 

Equally well understood and equally evident is the 
state of affairs with respect to bond investments. The 
investigations of the past winter have been interesting 
in their proof of the bond investment hazards as incurred 
by the banks, both with respect to domestic and foreign 
issues. As things now stand, the banks of the country 
in all are holders of not less than $15,500,000,000 in 
bonds, while such indications as are available with 
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respect to the character of these bonds show that, were 
they to be written down to a fair market value, the 
capital of the banks might be seriously impaired, if not 
exhausted. For a long time after the panic, it was the 
policy of banking authorities both federal and state, to 
act as liberally as they could with respect to writing 
down requirements needed to revalue these bonds at 
a figure near their true market price. The course of 
events in the bond market, however, has convinced 
many of the authorities that the shrinkage which took 
place in second-grade securities is not likely to be 
overcome in the near future, and that it will be necessary 
to compel the writing down of bonds to something 
like their present market value. This is a measure which 
cannot be hastily applied, but which requires a con- 
siderable amount of time, in order to avoid serious 
dangers to the institutions which are affected by it. 
In these conditions, the bond holdings of the banks 
are themselves far from being a liquid asset. Strong banks 
which have only a relatively small bond portfolio can 
throw them on the market, realize cash, and carry 
the shrinkage in value to profit and loss. Other banks, 
less fortunately situated, cannot do so, but will be 
obliged to hold the bonds in their portfolio, in order 
to avoid the necessity of taking losses, until such time 
as they can amortize the shrinkage in value and so dispose 
of it. Of course, this condition implies a certain danger 
to such banks—namely, that they will continue to 
keep their portfolios “frozen’’ and unavailable, with 
the result that, if at times they are subjected to serious 
attack, or suffer “runs,” they will not be in position 
to obtain the funds that they then need. 

The Federal Reserve System, unhappily, is not in 
position to assist very many banks to the extent that they 
require. In fact, it is less in a position to do so, than 
perhaps at any time in its history. According to estimates 
made by competent bankers, the total amount of paper 
in the country eligible for discount at the reserve banks 
(commercial paper) does not exceed $3,000,000,000, while 
the unwillingness of the smaller banks to hold anything 
that does not pay a high rate of return has brought 
about an uneven distribution of this paper which has 
resulted in a good many institutions being practically 
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without any means of availing themselves of the rediscount 
facilities of the reserve institutions, at all. It is true 
that they can still get accommodation at reserve banks 
by borrowing upon their own direct notes, secured 
by government obligations; but, after all, the number 
of banks which are carrying an adequate quantity of 
such government obligations, or are able to get them, is 
a small one. This is, therefore, a way of assistance or 
relief which is open only to a very small number of 
borrowers. Putting the case in a nut shell, it amounts to 
the statement that at many points the Federal Reserve 
system has probably been almost disconnected from the 
banking mechanism which it is designed to serve, so 
that it is a burden instead of a help; the banks finding 
it necessary to keep up their reserves with the Reserve 
banks, while the latter are not in a good position to 
grant the return service of supplying assistance upon 
request. 

Out of these conditions has sprung the recognition, 
now more generally admitted than ever, of the real 
character of the banking troubles which led up to and 
aggravated, if they did not cause, the banking collapse of 
1929. Nearly all persons are in agreement that something 
must be done to maintain a far more liquid position in 
American banking portfolios; and that, unless this can 
be undertaken and carried through to success, it will be 
unavoidable that the freezing of assets should continue. 
Thus the banks even if aided in making a recovery from 
present conditions through improvement of the market, 
would find themselves, nevertheless, embarrassed by a 
large quantity of frozen assets which they could not or 
would not eliminate, while, during the next period of 
“ boom,” they would be likely to fall into a progressively 
less and less satisfactory situation. As remedies, clearly, 
there are only to be recommended the steady writing 
down of frozen assets, which have definitely deteriorated 
in value, and above all, an abstinence from making more 
loans of this kind. There seems to be a general acceptance 
of the view that, both through legislation and through 
pressure of financial public opinion and banking manage- 
ment, real estate securities, both in the form of direct 
loans, guaranteed mortgages, and real estate bonds, 
must be kept from finding their way into the portfolios of 
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banks. Specifically the provisions of the Act of 1927, 
generally known as the McFadden law, which permit the 
investment of 50 per cent. of the savings deposits of 
banks in real estate obligations are regarded as having 
led up to the present state of affairs, and consequently as 
calling for modification. The terms of this same law, 
which allow banks to go into the investment security 
business, and even to bring out new issues, are likewise 
viewed as being unquestionably conducive to the 
development of a frozen condition throughout the entire 
banking situation. This seems to imply the imposition 
of some definite limits upon the power of banks to enter 
the bond market in the way they have been in the habit 
of doing during the past three years. 

Probably no such prohibitions as are thus indicated 
would be of much avail unless they were accompanied 
by measures designed to cut off the banks, and through 
them the public generally, from access to the funds of 
reserve banks under conditions which enabled them to 
use these funds as a basis of investment securities. The 
medium through which such access has been granted 
hitherto has been furnished by the practice of the reserve 
banks of making direct loans to member banks upon their 
own notes subject to protection by the deposit of Govern- 
ment obligations. While it is true that only the minority 
of the banks have these obligations, it is a fact that 
through the system of banking correspondents which has 
been maintained ever since the period before the organi- 
zation of the Reserve System, it has been always possible 
for the large city banks to obtain the funds that they 
wanted and then to parcel them out to their country 
correspondents upon such security as the latter might 
have. In these and other ways large quantities of 
reserve bank funds have steadily entered the investment 
market as well as the stock market itself. It has been 
definitely proposed to cut off the practice of discounting 
the notes of banks protected by Government securities, 
and while most members of the banking community are 
hardly inclined to go so far as this, it would seem that a 
considerable proportion of them are now disposed to place 
severe restrictions upon the practice. The effect would 
be to limit the access of the investment market to the 
reserve banking funds of the country. Such a plan, if 
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carried out in good faith, might easily result in a decided 
limitation of the resources available for the flotation and 
carrying of investment securities in the New York market. 

It is plain that the American banking community 
now leans to the view that it is necessary to return to the 
older idea of bank liquidity. The notions of the past 
few years have been in the direction of abandoning this 
concept, in favour of the thought that, through the stock 
market, a sufficient amount of liquidating power could be 
obtained, inasmuch as the banks, as well as other investors, 
could always rely upon being able to dispose of their 
funded resources in the market and so to obtain the cash 
they needed in order to meet their immediate obligations. 
The stock market crash and the depression which has 
followed it, as well as the narrowness of the succeeding 
market, and the present inability to sell any considerable 
body of securities without exerting a highly depressing 
influence upon prices, have been the factors which have 
brought this change in opinion. It has come from 
observers who formerly were disposed to regard the 
restrictions of the Reserve Act as unnecessary, or injurious, 
and who viewed American banking, like American 
investments, as having entered upon a “ new era”’ in 
which methods better than those of former years had been 
developed for the purpose of protecting the depositor and 
of carrying through the function of the bank in main- 
taining convertibility. 

It is these considerations which give point and 
meaning to the statement already quoted from the 
Federal Reserve Board to the effect that many important 
problems connected with the structure and functioning 
of the banking system of the United States have been 
considerably clarified. Clarification in public opinion is, 
however, a matter quite different from acceptance in 
the form of legislation. It remains to be seen what turn 
will be taken by banking opinion during the coming 
eight or nine months, prior to resumption of the con- 
sideration of the subject by Congress, and whether this 
opinion will develop to a point that will suffer the legisla- 
tive body to apply such remedies as it can through 
enactments for the cure of the recognized evils. It is 
the development of such opinion and the probable 
prospects of success in legislation that must determine the 








56 THE BANKER 


character of the decision to be reached by practical 
legislators regarding the scope of their proposals. 


Our New York correspondent writes: My article on 
“The Speculative Activities of American Banks ’— 
published in the February issue of the BANKER, in a 
former number of this review—contained an illustration 
of the process by which securities are distributed by 
American banking affiliates. The case dealt with was 
that of an American Institution which had purchased 
a quantity of an industrial stock in the open market, 
and then sold it, in part at least, to customers of the 
bank who were permitted to borrow upon it as collateral. 
The comment was made that the process of carrying out 
this transaction had necessitated, “it would seem,” the 
making of unusually large collateral loans, thereby revers- 
ing the policy which frowned upon, or prohibited, such 
large loans “‘on a given kind of industrial security.” 
Note was further made of the fact that the institution in 
question had found itself obliged to establish a large 
reserve fund against losses, most of which had been 
written off at the end of the year, probably as a result of 
deterioration of the shares held behind the loans. 

Since the article referred to was written, the transac- 
tion in question has been under discussion before a 
congressional committee, while further information re- 
garding it has been received from an authoritative source. 
The purchase in question was made as stated, and the 
writing-off of losses took place in the manner and amounts 
specified. The information now available indicates, 
however, that the bank itself incurred no losses whatever 
on the transaction, the write-offs for which the fund in 
question was provided being used to provide for shrinkages 
of values, chiefly in commodity loans and commercial 
paper of various kinds, and only to a small extent to deal 
with losses against stocks. It is also further stated, upon 
positive assertion, that the policy of writing off originated 
in the institution itself, and was in no way directed or 
ordered by the “banking authorities.’”’ The losses 
arising out of the operation in the stock at the high 
valuations at which it was purchased and sold fell in 
largest degree upon the customers and not upon the bank 
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itself, which in most cases found the public demand for 
shares so strong that it was not necessary to assist the 
customer by permitting the use of his stock as collateral. 
Hence it was not necessary to make any reversal of policy 
in regard to large loans on a single class of securities, 
even had the institution been willing to make such an 
alteration. 

The innovations in established banking practice which 
are now in progress in the United States are so serious and 
so numerous that as much accuracy as possible should 
be sedulously sought not only as to major aspects but 
with regard to details, and it is, therefore, right to correct 
the terms of the illustrative case so used in the article 
referred to, now that the fuller circumstances of the case 
have become known. As thus made known, they 
emphasize the general points made in the discussion of 
‘‘ Speculative Activities of American Banks.”’ The losses 
—which, in this case, were heavy—fell, as now appears, 
to a relatively small extent upon the bank itself, but were 
placed primarily on the customers of the institution and 
its affiliates, while the heavy losses which habitually and 
inevitably fall upon American banks under existing 
methods of doing business are (as already stated in the 
original discussion) illustrated by the large write-off, 
described in this instance. The question whether an 
institution is able to dispose of a large purchase of a 
speculative issue in time to avoid loss is necessarily a 
matter of rather difficult timing, and the problem whether 
a bank ought to make substantial loans in order to enable 
the carrying of the securities, either by an affiliate or by 
the customers on their own notes with the securities as 
collateral, is a detail of management which varies con- 
siderably from institution to institution, but which 
always involves a large element of danger that resources 
will become frozen. 

The generally representative character of the case in 
point is thus not impaired, but strengthened, by the 
rectification of details relating to it; and the correction 
of errors in description is a matter of justice not only to 
the institution affected, but also to the student of current 
banking conditions. 
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A Survey of Indian Banking 


ROM one point of view India is probably one of 
Fite most undeveloped countries in the world as 

regards banks and banking facilities, and yet the 
problem of banking development is one which has occupied 
the minds of eminent financiers, official and unofficial, 
for many years. It has been stated with a good deal of 
justification, that at the ports the country is over-banked, 
but apart from the branch activity of the Imperial Bank 
of India under its contract with the Government of India 
during the past ten years, there has been little progress 
in the matter of up-country banking The fact is that, 
for generations, India has had her own system of banks 
and bankers, and what is now being witnessed is the 
struggle between Western and Eastern ideas. In certain 
provinces it would appear that Western methods of 
joint-stock banking have made considerable progress 
at the expense of the old-fashioned banker, though 
doubtless for the benefit of districts as a whole. Asa 
general rule, however, any venture in the shape of a 
branch experiment by an established bank, or the creation 
of a new joint-stock bank, is attended with very serious 
risks, and must invariably be run at a loss for a 
considerable length of time. 

Generalizations on Indian conditions are dangerous, 
but one of the fundamental difficulties with which an 
orthodox banker is faced is the Oriental idea of credit. 
Broadly speaking, this idea may be called subjective 
as opposed to the objective idea of the Westerner. 
Banking and credit in an orthodox system are founded 
entirely on tangible assets, and the more liquid those 
assets are, the sounder the bank. ‘“ Clean”’ credit is 
generally confined to occasional overdrafts for indi- 
viduals, of trivial amounts and is in any case a very small 
proportion of a bank’s advances. As a rule, tangible 
security of some form or other is called for before advances 
for trading purposes are granted. In India, however, 
the bulk of the population can obtain credit from the 
local mahajan or moneylender on personal security, 
which means that the loan is granted entirely with refer- 


SURVEY OF INDIAN BANKING 59 





ence to the personal status or connections of the borrower. 
In several of the recently published Provincial Banking 
Reports the point has been made that what is necessary 
is not more facile credit, but better controlled credit. 
They have also stated that in many cases a borrower 
does not consider the necessity for the repayment of the 
capital, but that the annual instalments of interest, in 
cash or in kind, are all that he bears in mind. In due 
course he may have his few assets sold or appropriated, 
but he will still continue to work his land and eke out a 
living. 

The failure of many joint-stock banks has been due 
to the inability of the management to resist the granting 
of loans on subjective or personal credit, and the 
difficulty in the way of extending existing banks into 
the districts lies mainly in the prejudice of prospective 
clients against putting up objective credit. Funda- 
mentally, therefore, the problem is one of education. 
Individuals must learn that a loan secured on a definite 
asset, the payment of which on due date is made a 
matter of honour, will cost far less than an unsecured 
loan on personal credit, and will result in their being 
able to retain each year a larger share of the products 
of their labour. They will further have to learn that 
the regular publication of correct and lucid balance sheets 
will facilitate business with their bankers, and they must 
definitely get rid of the idea that their banker is in any 
way casting reflections on themselves or their friends, 
when he refuses to grant loans except on tangible 
security. 

The co-operative movement has done an immense 
amount of good work on these lines, but, at present, it 
touches only the fringe of the population. It has 
attracted the services of men of the highest character 
and ability for its organization and administration, but 
it has found difficulty in obtaining men of the right 
type for the detailed work in the villages. A serious 
danger has arisen in some parts owing to the influx of 
funds from the provincial centres for loan to cultivators, 
and the increasing amount of the sums thus outstanding. 
In other words, it would appear that the co-operative 
movement is in danger of taking the place of the money- 
lender on a larger scale, unless the moral obligation of 
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repayment can be impressed on the borrowers. No 
ultimate good can be secured by the mere transfer of the 
source of credit unless simultaneously the possibility of 
liquidation of indebtedness is enhanced. The ideal of the 
movement is to reduce the burden of indebtedness on 
the primary cultivator, and, in the furtherance of this 
end, it deserves all possible support and encouragement. 
It is imperative, however, that it should obtain men of 
dependable character and ability to control and supervise 
its actual banking work. It may be of interest to note 
here that in Sir Daniel Hamilton’s experimental Zemin- 
dari in the Sanderbans he has entirely replaced the 
mahajan by means of his co-operative bank. He, 
himself, holds very strong views on the subject and feels 
that the ultimate salvation of the Indian ryot must 
come by the elimination of the parasitic moneylender. 
Having achieved it in his own Zemindari, he sees no 
reason why it cannot be done elsewhere. There is, 
nevertheless, the other point of view, which holds that 
what is more desirable is the transformation of the 
existing agencies into better regulated banking concerns 
on Western lines. 

Having reviewed very briefly the problem of up- 
country banking we may now come to the highly 
developed trading centres, where, as already remarked, the 
country seems at the moment to be over-banked. A 
good deal of criticism has been forthcoming recently 
against the various British and exchange banks which 
carry on business at the ports. Such criticism is largely 
based on the erroneous idea that these institutions 
operate for the benefit of foreign traders and countries 
against the interest of India as a whole and Indian 
merchants in particular. This idea again can be traced 
back to some extent to prejudice against objective 
credit, and merchants are beginning to realize that the 
publication of audited balance sheets, and the offer of 
adequate security bring ample credit facilities for foreign 
exchange to all alike, irrespective of nationality. At the 
same time, educated Indians have frequently expressed 
the opinion that considering the enormous volume of 
India’s foreign trade it is a matter of humiliation when 
negotiating business abroad that they have no branches 
of Indian banks in any foreign countries. The feeling 
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is natural and the desire to have their own banks in 
foreign countries perfectly laudable, but what has to be 
realized is that banking institutions must develop 
gradually and cannot be created in a moment. It has 
taken years for the British banks with their generations 
of banking tradition behind them to build up their world- 
wide organizations, and there is nothing to prevent 
the expansion of Indian banks in all the important 
commercial centres of the world when there is the capital 
for the initial venture and the personnel capable of 
making it a success. 

We now come to the third section of our description 
of Indian banking, namely, the Imperial Bank of India. 
Amalgamated from the three Presidency banks, the 
Imperial Bank is now the premier banking institution 
of the Indian Empire, with nearly two hundred branches. 
It undertakes all the Government internal business, 
and acts in many important ways as a bankers’ bank. 
At the time of the sitting of the Hilton Young Commission, 
the question was considered whether it should be 
converted into a full central bank, but the Commission 
finally came to the conclusion that it would be better 
to create a new central bank and allow the Imperial 
Bank to continue its important work of developing its 
commercial banking functions. Owing to the withdrawal 
of the Reserve Bank Bill the Imperial Bank in the 
meantime continues its hybrid functions, and despite 
criticism of both its central and commercial activities, 
an impartial judge will probably admit that its adminis- 
tration in most difficult circumstances has been of a 
high order of excellence. In many ways it appears 
to be developing on the lines of the Bank of France, but 
so long as the control of currency is in the hands of 
Government, the powers of the Imperial Bank as a 
central banking agency must inevitably be severely 
restricted. It may be added here that the governing 
boards of the Imperial Bank have made it a definite 
part of their policy to afford every facility for the 
training of Indians, and in this respect the work done has 
been invaluable. A large number of branches are now 
in charge of Indians, and it is satisfactory to know that 
the experiment is proving successful. It is to be hoped 
that in the course of the next few years there will be a 
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large increase in the number of qualified Indian bankers, 
which, in itself, will be the beginning of the solution of 
the extension of banking up-country. 

A study of the Imperial Bank figures for the past 
ten years reveals the interesting fact that there has been 
no development of the bill habit in India; in fact, the 
figures at the present time for “ Bills Discounted ”’ are 
about the lowest on record. The creation of a discount 
market in India is a matter which has occupied consider- 
able attention, and which was considered a probable 
outcome of the creation of the Central Reserve Bank 
proposed by the Hilton Young Commission. It would 
appear, however, that the “ Cash Credit’ system has 
established itself firmly in India as being the most 
convenient and economical method of merchant finance, 
and it is not likely that it will be easily supplanted by 
bills. The absence of “‘ Accepting Houses ”’ may possibly 
be another reason for the scarcity of merchant bills, and 
in the opinion of some authorities it is only by the 
creation and growth of such houses that suitable condi- 
tions for the development of a discount market will be 
forthcoming. An important point to be borne in mind 
also in this connection is that the Imperial Bank Rate 
is not a re-discount rate, but is the rate for demand 
loans against Government Paper. 

This brings us to the concluding observation on 
Indian banking conditions, and that is regarding the 
three distinct money markets in existence, the reactions 
between which are difficult to explain and still more so 
to control. In the first place, there is the “ bazaar,” 
where shvoffs and indigenous bankers lend among 
themselves and discount up-country “ hundis ”’ ; secondly, 
there is the inter-bank money market in which the 
exchange banks are the principal agents; finally, there is 
the money market as indicated by the Imperial Bank 
Rate, which governs the rate for granting demand loans 
against Government securities. The rates prevailing 
in these three markets frequently diverge widely, and 
so far it appears difficult if not impossible to co-ordinate 
them. It is the unification of the various more or less 
independent elements in the Indian banking system, 
and the development of the system as a whole, for the 
well-being of India which is the demand of the keen 
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nationalist to-day, and it is a demand which the Govern- 
ment hope to meet to some extent at least as a result of 
the labours of the Banking Enquiry Committees. 


Banking Reviews 
English Reviews. 

HE MIDLAND BANK review for February-March 
| has a comprehensive article on “ The Growing 
Burden of International Debts.’’ In the writer’s 
view monetary policy can do little to engineer a recovery 
in world prices at the present time because there is already 
‘something like a plethora of money,”’ but when recovery 
commences it will then be of vital importance to have 
cheap and abundant monetary supplies. In the mean- 
while, the declining price-level is imposing an increasingly 
heavy burden upon debtors and upon debtor nations as is 
evidenced by the condition of Australia, Argentine and 
Brazil. Moreover, under the Dawes plan the monetary 
amount of Germany’s obligations was subject to adjust- 
ment on account of variations in the world price level, 
but the Young Committee in 1929 swept away this 
provision with the result that ‘‘ Germany’s capacity is 
now far more heavily taxed than under the Dawes 
scheme, even though the monetary sums due have been 
somewhat reduced.” If the burden of international 
debts could be lightened by the remission of some of the 
political debts arising from the war, it would do much to 

restore the regular processes of borrowing and lending. 
Another article in this review deals with “ The 
American Capital Market in 1930—Potentialities and 
Problems.”” Apparently, on the average during the last 
decade, in spite of the greater wealth and income per head, 
the United States’ citizen has been lending abroad only 
{1 for every 32s. lent by the Briton. It would seem 
that it would largely assist world recuperation if America 
could increase her foreign lending, and the writer seems 
to consider this to be largely a psychological problem, 
le. ‘the attitude of the American citizen to external 
affairs in general and external investment in particular.”’ 
LiLoyps BANK review for March contains the second 
article on ‘‘ Rationalisation: The Cotton Trade,’ which 
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is referred to elsewhere in this issue. Under the title 
“ Britain’s Balance of Payments” will be found in 
this review an informative analysis of the “ visible ’ and 
‘invisible’ items in our balance of trade. The writer 
groups all international transactions into three classes : 
(1) goods and services; (2) interest; and (3) capital. 
He then shows that there are two important distinctions 
to be drawn between (1) and (2) on the one hand and (3) on 
the other hand. The first distinction is that (1) and (2) 
represent income account for the year, but (3)—if it 
could be analysed—would show how we employ the 
profits of our year’s trading. Secondly, while the 
magnitude and composition of (1) and (2) are roughly 
calculable; ‘‘ the magnitude of the third group can only 
be deduced from that of the first two, with due allowance 
made for gold movements, while its composition is wholly 
incalculable.”’ 

Examining the official Board of Trade calculations 
upon this basis it seems that our margin of receipts over 
expenditure has fallen from £138 millions in 1929 to £39 
millions in 1930, and as a consequence we have had less 
money available for investment overseas. 

In the “‘ Finance and Industry ”’ section of this same 
review we are given some interesting information con- 
cerning the “ Clearing of Cheques,” including a really 
good description of the work of the Banker’s Clearing 
House. This series of articles has considerable educative 
value. 

The principal article in BARCLAYS BANK review for 
March is entitled “‘ The Gold Standard in Operation,” 
and deals with the maldistribution of the gold stocks of 
the world. The writer suggests that as economic con- 
ditions generally become more stable, many of the 
present difficulties should disappear, but he points out 
that the operation of the gold standard system in recent 
years has “ involved a much greater element of manage- 
ment on the part of the currency authorities than in 
pre-war days,” so that “‘ large movements of the metal 
frequently produce little apparent effect upon the credit 
position.”” In his opinion the position would probably 
have been improved if the degree of management 
exercised had been less pronounced, but at the same 
time he points out that rigidity of wage rates has tended 
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to make prices less responsive to monetary influences, and 
also the proper functioning of the gold standard has been 
hindered (1) by the tariff barriers which the creditor 
countries have erected and (2) by the unwillingness of 
those creditor countries to pursue a policy of foreign 
lending. The writer concludes by quoting the Report 
of the Gold Delegation: ‘‘ countries adopting the gold 
standard become thereby automatically members of an 
international system under which they assume a responsi- 
bility for conducting a reasonable economic and financial 
policy, which, with the maintenance of confidence, will 
facilitate the general working of that standard. Since all 
countries derive benefits from it, all share in the obligation 
to contribute to its stability.” 

The February issues of the reviews of MARTINS BANK 
and the WESTMINSTER BANK contain the reports of the 
speeches of their Chairman at the Ordinary General 
Meetings of the two banks. These were discussed in 
the previous issue of THE BANKER. 


Foreign Reviews. 


Reviews received this month from the United States 
indicate that there has been some slight improvement, 
though they disagree as to whether or not it is a seasonal 
movement. The NATIONAL CiTy BANK review for 
February states that the activity in the steel and automo- 
bile industry has increased and that the same is true of 
other businesses. Reports on employment show that 
there has been a substantial increase in the expansion of 
pay-rolls in the manufacturing centres. 

The author asks whether “‘ the improvement in senti- 
ment is due to the better trend in the security markets ” 
and whether it can be said “‘ that business reflects the 
stock market or that the stock market reflects business.” 
We feel inclined to think that the stock market reflects 
business and we wonder how any improvement, artificial 
or otherwise, in stock prices could possibly affect demands 
for goods. 

This review contains a very good analysis of the gold 
situation. The author sums up the reasons for gold 
losses of debtor countries under three headings :— 

(i) General increase of foreign indebtedness, increasing 
fixed charges which have to be met abroad. 
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(ii) Larger importations of foreign goods resulting 
partially from the spending of the proceeds of loans in (i) 
and partially from a feeling of assured prosperity. 

(iii) High prices for their products, in some cases 
artificially maintained by Governments, coupled with 
the heavy fall in prices last year which has been greater in 
their own products than in the goods imported. This 
gap has to be filled by means of gold exports or by 
increased foreign borrowing. 

The author refers to the subject of increased lending 
by creditor countries for which there is much justification. 
He rightly points out, “‘ that bankers cannot distribute 
securities unless the ultimate investor is willing to take 
them, and the individual investor is not as a rule moved 
to buy securities ”’ in order to facilitate gold distribution, 
“particularly if the newspapers are carrying reports of 
political revolutions and general economic disturbance 
affecting the prosperity of the countries concerned.”’ 

The writer of the GUARANTY SURVEY for February 
disagrees with the writer in the NATIONAL CiTy BANK 
review in so far as he does not think that the improvement 
in employment is anything more than seasonal. ‘‘The most 
that can be definitely stated at present, therefore, is that 
the decline in business activity has been checked, for the 
time being at least. At the moment, no clear trend is 
visible. The rate of industrial operations, aside from 
seasonal movements, appears to be virtually stationary 
at about the lowest level reached thus far during the 
current depression.” 

It is interesting to note the remarks of the author 
of this review with regard to the extravagant expenditure 
and possible budget deficit of the United States Treasury. 
He thinks that political events and extravagances are 
likely to hamper the revival of trade. 

The DEUTSCHE BANK UND DISCONTO GESELLSCHAFT, 
BERLIN, review for February contains some comments 
on the question of attempting, “ to reduce the number 
of unemployed by means of an agreement between the 
employer and worker to reduce the number of hours 
worked per week and take on unemployed to balance 
the loss of labour involved.” Briefly the idea is to 
spread the amount of work available over the largest 
possible number of workers in order to combat the bad 
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moral effect of unemployment. This view of the problem 
is a short one, for it regards the total productive capacity 
of Germany as fixed. It is interesting to note, however, 
that the policy does not necessarily make production 
dearer as was formerly believed. The author thinks 
that the whole question of unemployment is becoming 
less a question of economic policy but rather one of 
political and social policy. 

Despite the fact that Germany’s trade has decreased, 
last year closed with an export surplus of R.M. 100 
million. The writer concludes by saying, “ In the inter- 
national economic situation there are no signs that the 
crisis is nearing its end. Germany cannot reckon on 
further relief through its foreign trade; its only hope is 
that the growing easiness on the international money 
markets will result in a more plentiful and cheaper 
supply of credit.” 

The review of the BANK OF MONTREAL for February 
contains some interesting figures relating to the 
Canadian wheat position. 9,609,000 bushels of wheat 
were shipped in January, which is double the quantity 
shipped in the same period last year. The visible supply 
in Canada in the middle of February decreased by 
5,000,000 bushels and is substantially less than a year 
ago despite the large 1930 crop. In fact, the only report 
of increased activity in Canada is in the increased car- 
loadings and shipments of wheat. There are some 
grounds, however, for hoping that prospects are somewhat 
brighter than they have been for some time. 

We have received this month the first number of a 
Bulletin published by the Economic Research Department 
of the Bank of Poland. This booklet contains comments 
on Polish trade and finance during the last quarter of 
1930 as well as detailed statistics relating to all branches 
of Polish economic life. 
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Books 


THE FIGHT FOR FINANCIAL SUPREMACY. By PAUL 
E1nzic. (Macmillan & Co., 7s. 6d. net.) 


It is much to be hoped that this book will have a 
large circulation for it cannot fail to serve as most efficient 
propaganda against the pernicious view, promuigated 
by politicians apparently ignorant of financial economics, 
that the interests of the “City” and the commercial 
section of the nation are antagonistic. The author can 
hardly have had such propaganda in view for—apart 
from the introduction—he devotes but a few pages to the 
advantages attached to being a leading international 
financial centre. Indeed, it seems a pity that these few 
pages could not have been expanded into a chapter 
instead of forming, as they do, a kind of postscript to the 
second chapter which is entitled “The Conditions of 
Financial Supremacy.’’ But the intelligent reader of 
this interesting description of the struggle for financial 
supremacy between London, New York, and Paris 
cannot fail to realize the vital importance of London 
retaining the leadership, not only for “ City’ interests, 
but for the prosperity of the whole nation. As Dr. 
Einzig so aptly states: “‘ The importance of financial 
supremacy for a country depends upon its economic 
structure. For countries that are largely self-supporting 
it is merely a luxury. For countries which are far from 
self-supporting it is a necessity.”’ 

# Before the war there could be no question about 
London’s position as the financial centre of the world, 
and reading this book one cannot help feeling very 
hopeful that she will retain this position in the future. 
But this cannot be so if the nation becomes antagonistic 
to the “ City,’’ and hence arises the need for educating 
the general public to have a clear conception of the 
economic and political value of retaining this financial 
supremacy. Though the present work will doubtless have 
its main circulation in financial circles, it is by no means 
too technical for the general reader. 

* ; Having laid down the conditions necessary for 
International Financial Supremacy, the author proceeds 
to show how completely these conditions were fulfilled 
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by London before the war, and in the following chapter 
he examines the post-war factors which have, in the 
main, made it more difficult for London to retain her 
lead. The rapid development of New York and Paris as 
international financial centres is then traced, and this is 
followed by two chapters entitled: “‘New York v. 
London ” and “ Paris v. London,’’ wherein the respective 
advantages of the three centres are discussed, and two 
further chapters are devoted to details of the policy 
pursued by France in respect of the French balances 
abroad and the French gold imports. Possibly the 
author is somewhat ultra-critical of the financial activi- 
ties of France and, indeed, his condemnation of the 
policy of the Bank of France in accepting only fine 
gold, and not standard gold, is no longer relevant, as 
from 15 January, 1931, imports of standard gold have 
become legally acceptable. The author then devotes a 
chapter to “The Bank for International Settlements,”’ 
and does not approve of London’s lack of initiative in 
allowing the Bank to be located at Basle instead of 
London, and in allowing the French authorities to gain 
such a strong position by securing the post of General 
Manager for a Frenchman. 
In conclusion, Dr. Einzig points out that “ sound 
competition is all to the good,” but that, at the same 
time, “‘ there is wide scope for co-operation between the 
three centres,’’ which “is necessary in order to bring 
about stability in the international money market, 
as well as a comparative stability of the world price 
level.” ; 
There are two appendices which deal with Amsterdam, 
Switzerland, and Stockholm as financial centres, and 
the reader will find therein much interesting matter. 


“e 
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Table I GOLD HOLDINGS 0f cgnTI 


(IN MILLIONS OF ¢) 














; | GERMANY 
ENGLAND, U.S.A, | FRANCE | BELGIUM NETHER: pexMark) NORWAY |SWEDEN a avast 
Total Abros 

| 

1928 | | | 
JANUARY .., 154°7 | 577-0 | 145-9 21-0 33-9 10-0 8:1 12-7 | 91-3 | 408 9.9 
APRIL =... | 157°4 564-8 145°9 21-7 35-9 10 0 81 128 | 95:9 | ath Ig 
JULY «+ | 173-2 | 533-2 236°7 22-9 35-9 10-0 81 12-7 | 103-1 | 48h 9.5 
OCTOBER ..| 165-1 539-3 | 247-3 23-1 35-9 9-5 8-1 13-1 | 121-2 42] 55.7 

1929 | | | 
JANTAKY .. | 154-2 540-8 | 263-1 25-8 35-9 9°5 8-1 13-0 | 133-6 | 42) jg. 
APRIL...) 155-8 570-2 | 275-3 26-0 84 9 9-5 8-1 12-9 | 126-3 | 60F 19'5 
JULY «| 154-4 596°: 295 -2 28-8 36-7 9-5 8-1 12-9 97°6 | 491 on. 
OcTOKER .. 131-7 619-0 | 320-2 29-3 36-6 9°5 8-1 13°3 | 108-3 | 74) 59-9 

1930 
JANUARY .. | 150°5 601-9 341°3 | 33-6 7-0 9.5 8-1 13-5 | 111-8 | 737 49.9 
March ../ 151°9 | 624-5 342-9 33-7 36-1 9-5 8-1 | 134 | 120-5 | Mh 35 
APRIL ..| 1562 620-9 | 341-0 33-8 35-7 9 5 Bel 13-4 | 124-5 | 749 g.9 
May --| 163-6 | 631- 340-9 34-1 35-7 95 8-1 13-4 | 125-1 | 24H ug 
JUNE ..| 156-0 628-9 | 352-8 34:3 39°7 9-5 8&1 13-3 | 128-2 739 93.5 
JULY «-| 166-3 | 615-1 355-6 34:3 35°7 965 8-1 | 13-3 | 128-2 | 748 37 
AvGusT ..| 152-6 | 602-5 | 370-8 34-5 32 3 95 | &1 13-4 | 123-2 | 74H 429 
SEPTRMEER 154°5 | 603-0 | 3x2-2 34-6 32-3 95 | &1 13-3 | 128-2 | 73h sry 
OcTowRR ..) 155-6 | 611-0 | 395-3 36-2 32-7 95 | 81 13-3 | 119-6 | 73H 51.5 
NOVEMIER 160°'4 | 616-3 | 411-4 37-0 35-2 9-5 8-1 13-3 | 106-7 108F 51.7 
DECEMBER 1546 | 61381 | 421-5 37-1 35 2 9°5 8-1 13-3 | 107-2 | 1099 £9. 

| | | | 

1931 | | 
JANUARY ..| 145-9 | €04°3 | 482-6 39-2 35-2 95 | 8&1 13-3 | 103-5 | 1098 515 
FRERUARY 140-4 | 632-1 | 447-9 39-6 36-0 9-5 8-1 13-2 | 109-8 | 1029 537) 
Maxch ..| 140°9 | 635 8 | 4515 40 5 36 8 Bel 132 | 119 108) 5] 


1 ‘The figures are taken trom the first returns of the month, except those for ~ Denmark 
2 Excluding a smal) amount held ip the Banking Department. ; 
3 Gold and silver noldings. 


























? 
- rn “112 
Table IIT CREDIT AND CURRENCY (millions of £) 
| CLEARING BANKS BANS OF ENGLAND 
Other Deposits Government . 4 
~ecurities P : 
| Deposits | Cash a —_—«i CCC Uh;TUCOC in banking Reserve Notes in 
| - Bankers’ epuri- Circulation 
| Total Balances ment } 
| a 
| 
1928 | | 
JANUARY .. | 1,747°2 | 197-6 923-0 112-9 _ 39-9 | 38+7 371°5 j Ja 
APRIL ee 1,690°3 | Is7-4 933-1 96-6 _ 32-2 | 42:9 373 2 AP! 
JULY on 1.745°9 | 193-2 932-0 111°3 —_ 29-8 55-3 376-2 qv 
OcTOBER .. | 1,752-7 | 192°4 937-9 101-2 _ 36-4 52-6 370-1 Oc: 
1929 | 
JANUARY .. 1,809-3 198-0 956-1 105-0 67-6 55-1 49-8 363-9 Jay 
APRIL 3-2 188-5 985-8 99-0 62-6 51-2 65-3 360-4 ; AP! 
JULY “a “2 | 139-9 935-9 | 101-9 65-0 47-3 45-2 BH8-9 Jo 
OCTOBER .. | 1,764°5 159-2 | 973°7 101-4 63°6 72:2 31°4 360°7 ) 001 
| | } 
1930 
JANTARY.. 1,767-5 1 192-0 969-1 111-8 75-5 64-9 53°5 355°5 } JAY 
FEMRUARY 1.714°0 181 5 o72-2 | 91-4 55-6 419 63-7 347-2 Fei 
MARCH 1,6-2-0 181-2 | | OF4-7 95°58 59-4 40-5 60°3 349-7 Ma 
APRIL 1,712-0 187-2 | |S 968-2 101-7 65-2 67-1 60-6 | 359°8 Api 
May 1,742°2 186-5 955 8 97:3 | 60-9 51-1 63°7 306-4 Ma 
JUNE 1,791°8 189-6 90-5 99-0 | 63-0 50-0 5t-0 360-4 Jun 
JULY ee 1,749°0 191-2 950-4 107 0 | 70-3 52-4 498 305 6 j JU 
AUGUST .. | 1,767-2 188-0 | 934 3 963 | 63-0 51-9 47-9 3.58 AUC 
SEPTEMRER 1,768-9 | 186-4 | 926-8 100-2 | 66-0 43-4 56-2 359 5 SEP 
OcTOBER .. | 1,791-0 | 188°7 | 922°3 95:9 | 61-0 42-2 60-6 357-2 0c1 
NOVEM! ER 1,800°5 1x88 | ¥18-7 922 | 578 | 34:9 61 3 354-2 Noi 
DECEMBER 1,838 °9 204 3 | 912 3 115-6 | ol 4 69 2 41 6 368°9 Drc 
| | , 
1931 | 
JANUARY .. 1835-9 194 6 907° 4 97°7 64-4 48 8 514 $51°7 JAN 
FEBRUARY 1,781:9 | 187-0 908-1 93-6 60-1 338-0 53°4 347-1 Fei 
| 





1 Average weekly balances, nine banks. 2 Average oi tour or tive weekly returns. 3 The ugures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “A Banker's 
Diary,” Dec. 1928 issue.) 4 Prior to November 1928, “adjusted”’ total of bank-note and currency note 
cireulationa, 
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S O}CENTRAL BANKS? Table I—cont. 
) 








ARGENTINA 


[ANY | | 


























3 
has ~ULAN CZECHO | aysyy LUNGARY - | SWITZER-| pain JAPAN | hae aE 
Abr RUSSIA POLAND SLOVAKIA| AUSTRIA = NGARY ITALY | LAND SPAIN JAPAN ERE eee 
| | | | Office | Ia Nacion 
409 99-0 12°1 6-7 2-4 7-1 19°5 103-2 108-8 96-8 
427 19-9 13-0 6-8 3°4 71 17°1 103-4 | 10% 9 99-0 | 
Heo 17-5 13-9 6-9 34 71 17°7 103-4 108-9 | 107-2 | 
M27 15-7 14-0 71 4-9 71 18-6 103-4 | 108-9 97°9 | 
| | 
42) 18-9 14-3 7:3 4:9 7-2 54-6 20:5 101°5 108-8 | 105-2 
oT 19-0 14°4 773 | «4:9 73 55-4 19-1 101-5 109-0 96-1 
ed i495 73 | 49 6:3 55°8 19-7 101-6 | 10%-8 92-1 
THD 99-9 15-7 75 | 6469:~ «|: C58 56-0 211 1U1-7 -108°8 90-0 
| 
TT 30-2 16°1 7:7 49 | 6:8 56-1 6 101°7 107°3 87°9 1:3 
TT 31-0 16-2 77 ~«|~O49 5:8 56 1 2 97°8 93-4 87-9 1°3 
ve) 33-2 16 2 7-7 | +49 | 58 56°3 2 97°9 91°7 87-9 1-3 
TSH 34.3 16-2 77 «| «+49 5-8 36-3 2-9 97:9 89-2 87-9 1-3 
yap 38°5 16-2 3-0 $9 | 58 56°3 22-9 93-0 89-1 87-9 1‘3 
TST 41-7 16-2 8-0 4.9 5-8 56-3 92.9 98-0 90-2 87-9 1:3 
M37 43-0 15-2 8-6 4-9 5°8 56-5 24-2 9x-0 88-9 87:9 13 
71 51-2 16 2 8-6 6-2 5:8 56-6 25-4 98-1 88-9 87-9 1:3 
TSE 51-2 13-0 8:7 6-2 | 58 57-2 25+4 98-2 85-1 87-3 0-9 
103% 51.1 13-0 9-2 62 | 5:8 57-2 26-7 98-3 84-2 85 5 0-3 
J 50°1 13-0 9-4 62 | 5:8 57°3 26-6 97-6 84°83 84°5 
1099) ee a i . — a 
51-1 13 0 0-4 62 | 5-8 57 3 28-4 96°7 85-4 81-5 
4. 511 13-0 9°4 6-2 58 57°3 26-0 95°83 | 
511 13 0 9 4 6 2 5:3 57°4 25°5 95°3 | 
3¢ for Denmark, Argentina and Japan, which represent the goid holdings at the end of the month. 
} 
Table ITI GOLD MOVEMENTS 
Lye UNITED KINGDOM UNITED STATES 
| | TRANS- 
Net Net | | Net Vaal GOLD 
| rat ae Imports Exports — (+) Imports Exports es” (+) | Poy Aap od 
} “as Exports (—) | | Exports (—) | tine ounce 
£ millions | £ millions £ millions £€ millions $ millions $ millions 3 millions £ mil.ions 
1928 
\ JANUARY .. + 3-9 4-1 2-2 + 1:9 38-3 52-1 —13°8 3-6 
APRIL oe + 2-4 2-4 “6 + 1°38 5°3 96-5 —91°2 3-5 
JULY as + 21 4°9 1°9 + 3-0 10-3 74°2 — 63-9 3°7 
OCTOBER .. — 5-2 3-3 9-4 — 61 14°3 1-0 13-3 3°8 
1929 | 
} JANUARY .. — °§ 2°4 5°7 — 3:3 48-6 1-4 +47°2 3°7 
APRIL + 4-7 3°3 *3 + 2°5 24-7 1°6 + 23-1 3°7 
JULY —14°3 4:6 20-6 —16-0 35°5 “8 +34-7 3-8 
; OcTOBER .. + 13 5:9 5°5 + <4 21-3 3:8 +17°5 3°8 
1930 
} JANUARY .. + 4:0 8-6 3-3 + 5:3 12-9 8-9 + 4:0 3°8 
FeCRUARY + 1:1 8-0 7:0 + 1:0 60-2 0:2 + 60:0 3-5 
MARCH + 4°38 79 2-6 + 5:3 55:8 0-3 + 55-5 3°8 
APKIL “ + 6°6 8-8 3-0 + 5°8 65-8 0-1 + 65:7 3-7 
May * — 6°7 9-3 12-6 — 3:3 23-5 - +23°5 3-9 
JUNE a + Ol 2:3 4°2 - 1: 13-9 — +13-9 38 
J JULY — 3:8 5-1 8°3 — $2 21°9 42-5 — 20-6 3-9 
AUGUST ., + 2:3 5-0 4:4 + 0-6 19-7 39°3 —19°6 39 
SEPTEMBER _ 4°6 4-2 + 0-4 13-7 11-1 + 2°6 3-8 
OCTOLER .. + 4°8 9°3 7-3 + 2-2 35:6 93 + 26°3 3-9 
NOVEMKER ~ 50 2-5 89 — 0-4 40 2 5-0 +35 2 3-8 
DECEMBER — 8-0 8-9 16:1 — 7:2 32 8 _ +32°8 3-9 
, 
193 
JANUARY ., — 7°5 7°3 16-2 — 89 3-9 
FELURUARY + 0-6 6°4 59 + 0-5 3°6 
0 
's 
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Table IV MONEY 
i ‘ 7 ~— aa sai a 
LONDON | 
. ae" a 
Disconnt Rates Treasury Bills | ) 
Week ending " Dey 4 as | Trad ; } ; 
Bank Rate e. i; te. | Bank Bills — rade Weekly Tender Amount | Amount | F 
— 3 months 3 nanthe Rate Offered | Applied for 
Per cent. Per cent. Per cent. Per cent. Per cent. £ millions £ millions } 
_ ~ : a i } 
1930 8. d. ;} j 
NOVEMBER 1 3 1? 2 34 21 2-78 40 61-9 
1. 3 3 1% 2a; 3h 2 3 9-56 40 51-4 | 
a 15 3 Qa 2"4 3t 2 4 0-37 40 542 | 
pe 22 3 1# 243 3t 2 3 2-31 45 616 | 
ve 29 3 2k 2% 3t 2 211-12 45 55-8 
DECEMBER 6 3 14 23s 3} 2 4 3-25 45 510 ‘ 
ie 13 3 14, 21% 3t 27 1°82 45 51°1 
ze 20 3 1% 2% 34 210 3:41 45 59-1 
re 27 3 1} 22 3: 2 5 2-46 40 63°38 
1931 
JANUARY 3 3 1% 237 3t 2 211-11 40 49-8 t 
a 10 3 1tt 24% 3k 2 3 4-45 35 54-1 
ps 17 3 1% 24h 3h 2 2 11:22 30 33 9 
pa 24 3 1} 2} 3t 2 511-43 | 30 53-9 
be 31 3 la; 2h 3} 2 8 5°77 30 54-0 
FEBRUARY 7 3 143 2% 3t 2 8 8:37 30 44-2 | 
a 14 3 2:8 2 34 210 7:15 | 30 35-4 ) 
an 21 3 2% 2% 3¢ 212 4°52 30 36°5 
wa 23 3 2% 2 34 213 8-02 | 35 41-4 | 
MARCH 7 3 1j 233 3t 212 4°71 30 51:9 | 
} . 
> = ep eA Sa Eg % Tre: 
All figures given above, except those:, 
Table V FOREIGN =X 
saa ee 
DAILY |, —_— 
—, 5 err * 
NEW YORK MONTREAL PARIS BRUSSELS | MILAN | ZURICH | MADRID 
| Stok Stok Frtog | Relgatu£ | Liretod Fr. to £ P'tas to £ 
i _ a cia ar kr ae 
PAR OF EXCHANGE 4864 Pa | 12¢°2t 35°00 92-40 as22is | 2s*aans j 
it a ee —_— — 
1928 | | } 
JANUARY 4-8758 | 4-8848 124-00 34-963 92-17 25-302 | 28-504 | 
APRIL 4°38821 4 8305 124-01 34-953 92-53 25-332 29-118 | 
JULY .. 4°3644 4°8745 124-18 34-979 92-31 25-255 29 511 
OcTORER 4°5498 4-8506 124-14 34-895 92-61 25-200 29-970 | 
| 
1929 | 
JANUARY ‘ 4-8503 4°8619 124-08 34-898 92-67 25-207 29-751 | 
APRIL 4-°8534 4*8857 124-21 34-950 92-70 25-215 32-928 ; 
JULY .. 4°8511 4°3766 123-88 34-911 92-74 25-219 33-451 
OCTOBER 4-8698 4-9243 123-89 34-874 92-99 | 25-176 33-556 
| } 
1930 te 
JANUARY 4°8697 4° 123-91 34-947 93-05 25-162 37-017 | 
FEBRUARY 4-620 48 124-20 34901 92-86 25 197 33-29 | 
M\RcH 4 86«2 4- 124°26 34-587 92-549 25°13 39-447 
APRIL 4°8635 4°8 124-11 34-342 92-777 25-095 38-946 
May 4-8590 4: 123-90 34 823 92-716 25-108 39-721 { 
JUNE 4°8573 4°5 123-81 34 S829 92°759 | 25-0x6 41-347 
Great «« 4°8656 4 123-67 34-810 92-79 25-044 42-203 
AUGUST 4°8707 4 123-81 34-831 02:980 | 25 047 44 783 | 
SKPTEMIER 4-614 4° 123-77 34°54 92°829 | 25-048 45-307 
OCTOVKER 4°8591 4° 123-5 34°845 92-804 25.020 | 47-141 
NoveM ER 4 8505 4- 123-65 34-2829 92:°731 | 25 049 | 43-075 f 
DBCEMLER 4°8534 4:8 123-60 34 772 92 723 | 25 038 45-179 
1931 
JANU\RY 4°8551 4-8645 122-81 34 815 92-739 | 25-076 46 640 
FEBRUARY 4-8586 4°0591 123-94 34-845 92-807 | 25-180 | 47-653 





1 The old parity of 25-2215 was 
2 The old parity of 25-2215 we 
3 Berne until November 1929. 

4 Average Oct. 1 to Oct. 6 
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Table [V—cont. 



































= ' ; NEW YORK PARIS | BERLIN AMS!IERDAM 
cov eee es (iE teat eee 
"a ) | | | 
| Market | Market Market Market 
Bank Rate| Discount [| Call Money | Bank Rate Discount Bank Rate Discount Bank Rate Diseount 
wt - | Rate | | | Rate Rate Kate 
1 for | | | | 
" Pereent. | Percent. | Percent. | Percent. | Per cent. Per eent. Per cent. | Per cent. Per cent. 
ne, | | 
| Ree |S acl > peat —4 oe ii Moacgese 
| } 
; 43 23 1# 2 23 2 | 6 45 3 1} 
9 2k 14 2 2h 2 |} 5 4% 3 l* 
4 2} 14 2 2} 2 | 5 | 48 ; 8 lf 
= 2) 1# 2 23 2 5 } = 438 i «2 147 
6 2+ 1+ 2 - +; 3 5 4h : @ 1% 
8 24 1# 2 24 2 5 45 : ¢ ls 
o ; 24 143 2.3, 23 2 5 ; 43 3 | 4g 
; | 2 1 25 2} 2 5 |} 48 | 3 1 fs 
. | 2h 14 Quy 24 2 5 | 4% | 3 143 
| | | i 
} | 
! 
= 2 12 22 Qi uw | 5 a | 8 it 
} f 2 1# 1} 2 1%} | 65 | at 3 18 
L | 2 1# 1} 2 2 | 5 | 43 3 } «188 
9 | 2 1% 14 2 2 5 | 43 | 2 | 1h 
9 | 2 1} 1} 2 2 | 5 | 4 2% 86} sodA 
o | 2 1# 1} 2 2 | 6 | « = i i 
2 | 2 1 ts 1} 2 2 5 | 4% | gt tf & 
-_— 2 1:3 1} 2 11 5 | 4g | oF | 1% 
a 2 1 ys 1! 2 1 5 | 46 | 2} 1 
. | 2 is 1 % | 5 | | of | t 
| 
nt ghenee Treasury Bills, are averages of dally rates. 
2EIGy EXCHANGES Table V—cont. 
Te AVERAGES ; : 
DAIL pensuains en 
si | | | | 
{ AMSTERDAM BERLIN | PRAGUE | WARSAW |STOCKHULM BOMBAY | KOBE RIO DE BUENOS 
ip | | | } |} JANEIRO} AIRKS 
| Fl.to£ | Rmk.to£ | Kronento € } Zloty to£ Kr.to£ d. per Rupee | d. per Yen. | tse d ger 
o£ | | | |_ Milres, | Gold Pese 
| ee ons * er ‘ : oe 
“| | wasp | 203 164°25 438 | B59 18 | 2058 | 5*8997 s7'019 
5 ae hy a ses ao oem | X 
- i | | | | 
| 12-087 20-461 164:49 | 43-505 | 18-138 | 18-09 23-10 | 5-918 | 47°83 
4 } 12-111 20-412 164-71 | 43-505 18-134 | 13°00 | 23°47 | 65:923 | 47-81 
13 | 12-0s4 20-354 16412 | 43-500 18-161 | 17-91 22-65 | 5:902 | 47-43 
1 | 12-096 20-364 163-63 43-313 | 18-138 | 13°06 | 22-88 5-918 | 47°3 
_ | | | | 
| 
wd 12-091 20-402 163-83 43-313 18-138 | 18-06 5-905 17-AL 
1 12-090 20-475 163 89 | 43-313 18/173 | 17-96 5-869 47-28 
28 ’ 12-1186 20°359 163-87 | 43 308 18-098 | 17°82 | 5-873 | 47°23 
“ | 12-098 20-397 164-42 43-418 18-141 | 17-87 5-860 | 46 82 
) | } ; 
| | ! 
' | 12-102 20-387 164-56 43-398 18:136 | 17-93 24°25 45-04 
17 12-123 20 366 164-25 43368 18-124 17-91 24-28 42-70 
9 12-124 20: 3x2 164-11 43-°3x1 1x-105 17°86 24-33 42 24 
ZI | 12-098 20°375 164-17 43-416 18-092 17-86 24-38 43 71 
6 12-081 20-365 | 163-97 | 43-353 18-111 17°83 24-39 43-04 
21 { | 12-056 20°. 6% 163-78 43-345 18-095 17+82 24°53 41-65 
7 } 12-093 20-283 164 06 43 382 18-097 17-82 24°39 40 50 
3 12-0x9 20-388 164-18 43-413 18-112 17°79 24-37 40-66 
8 12-067 20°407 163-82 43-376 18-093 17-79 24°41 40°37 
7 12.061 20 412 163°7 43 375 18 095 17-82 24-52 33 49 
pL | 12 0x2 20-350 163-79 43-371 13-101 17:79 | 24-50 33°65 
; , | 12-061 20-369 163-7 43-352 18-104 17°73 24°53 37°89 
| | } 
| 
12-066 20-419 163-91 43-212 18-138 17-78 | 24-48 4:461 | 34°49 
0 12-104 20-433 164-08 43-365 18-149 17-78 24-4 4°255 35-60 
5 q 


abandoned as from June 2, 1928. 
= = abandoned as irom December 22, 1927. 
"1929. 


oa. 6 Banks closed during remainder of month. 








“I 
| > 


1928 | 
JANUARY .. ee ee ee oo | 
APRIL os oe ee ee 
JULY ee ee ee oe ee 
OCTOBER .. ee ee ee we | 

1929 | 
JANUARY .. ee ee ee oo | 
APRIL ee ee ee ee oo | 
JULY os ee oe ee ee 
OCTOBER .. oe oe oe ae | 

1930 
JANUARY 
FErruary.. 

MARCH ee ee ee 
APRIL ee ee oe . 
May ee ee on os 
June ot ee es 
JULY ‘ 
ArausTt ° 

SEPTEMPER 

OcTOrER 


NOVEWULER 
DECEMEEL .. 


1931 | 


JANUARY .. oe ee ee 
FEBRUARY . 


| OVERSEAS TRADE 











! ' 
| Imports | Exports |Re-exports 
. 4 _ 
| milions millions | millions | 
j ea 
| 
1928 | | 
JANUARY 100-4 59> 10-3 
APRIL .. | 96°38 5 11-0 
JULY ee 95-5 8°5 
OctobER.. | 102-7 8-9 
1929 j | 
JANUARY | 116-1 66:9 | 98 
APKIL .. | 104-2 60-2 10-4 
JULY «- | 93°6 66°5 8-0 
OCTOBER... | Llu-3 64°6 9-1 
1930 | 
JANUARY 101-9 58°3 8-2 
FEBKUARY | 28-2 51-9 | 8-6 
MARCH |} 93-4 53:9 | 7:7 
AVRIL | &3-9 46-9 7-8 
May eo | 91°0 51-0 9-1 
JUNE ee Bar4 42-8 7°9 
JULY e- | 85-2 50°7 6-7 
AUGUST .. | 79-9 42:8 6-3 
SEPTEMBER | 78-7 42-7 5°4 
OcToOER.. 90-9 46 9 7:2 
NOVEMLER 79-4 441 | 6:38 
DECEMLER 69 6 38-5 | 5:2 
1931 | 
JANUARY 75:6 | 376 6-0 
FEBRUARY | 63-6 31°8 5-9 


1 Daily averages. 


number of wholesale prices (1924 = 100). 
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BRITISH TRAD} 


PIG-TRON (1) 


Number 
Furnaces in 


Blast 


of 


at end of 


month 


148 
149 


136 


Compar- 
atire 
Total 


millions 


~ 
Se 
Gatos 


~ 
C~) 
~ 


~ 
.~) 
CMOBWONK WAG 


%® 
i) 
ans 


2 “Country ” clearinvs at London Clearing House. 
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Production 


_— 


AND 


STEEL (1) | p 


Production 


| Thousands of _ Thousands of | 


Percent- 
age 
insured 
persons 
un m- 
ployed 


- 
KOS 
aoausl 


a 


md bet ed fh fe weet fh ft te 


2u 


21° 


21: 


cecr 
ow 


DWAIN OU ee OD 
NK NOHE NP WOAOKD 


Tons 


560 
563 
538 
644 


ol 





| 
| 
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ons 


771 
776 
826 
696 
692 
600 
621 
451 
581 
512 
434 
337 


402 
486 
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(1) Returns issued! the Nz 


Table VI_ BRITISH TRADE AND INDUSTRY—-cont. 


UNEMPLOYMENT 


5 
4 Index of 


Numbers | Produe- 
on Live tion 
Kegister (Quarterly) 


0000's i124 = 100 
omitted 

1.204 105°7 
1,081 103-7 
1,259 95°4 
1,339 105°2 
1,427 108-3 
1,159 111-0 
1,140 108°2 
1,213 114°8 
1,481) 

1,518 > 109°6 
1,610 } 

1,678 

1,745 100°9 
1,A41 

1,964 

2.036 90-7 
2,115 

2,200 

2,-74 93°5 
2,393 

2,614 

2,628 | 


3 Total clearings (London 
“Country and Provincial) ad,usted, for comparative purposes, by application of Board of Trade index 
4 Average oi four or tive weekly returns 
oi the London and Cambridge Economic Service. 


5 Reprinted by courtesy 
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TRADI AND INDUSTRY Table VI—ont. 














_a@ |) IRON & STEEL & MANU 


























FACTURES THEREOF | MACHINERY COTTON VOOL 
! 
. ' | Exports of | Exports of Exports of | Export» of | Exports of 
tion Imports Exports | Imports Exports Yarns | Piece Goods lops | Wool and Wool and 
| | | bi dt ‘ orsted 
| } | arns issues 
sof} J Thousands | Thousands | £ £ Millions of | Millions of Millions | Millions Millions of 
5 of tons of fons | thousands thousands Lbs. | Sq. Yds of Lbs. } of Lbs. | Sq. Yds. 
| | ! 
} 284 | 332 1,345 | 4,805 14-9 $37°4 2-8 4-0 16-9 
} 253 | 344 1,464 | 4143 13°8 314-8 2-9 3-7 10-0 
219 | 333 1,461 4.567 11-4 338-6 2-6 4-2 18-0 
261 377 1,428 4,402 15-1 334-0 2°5 4°5 12°7 
) ; 244 421 1,627 5.078 16:9 379°3 3-1 3: 18-6 
262 340 1,574 | 4.151 13-1 349-4 2- 3-0 9°5 
237 376 1,687 5,066 15-0 355 4 2°2 5-1 17°5 
248 390 1,724 4,803 13°5 265-8 3: 4°5 11-1 
310 | 352 1,514 | 4.456 13°2 313-2 2-7 37 14°71 
259 204 1,520 27 132 299-5 1-9 3-0 13-0 
280 338 1,712 4224 12:7 281-3 2°5 3-0 9-3 
234 | 268 1,699 3,861 11-5 217-0 2-4 3°0 7:0 
: 234 | 295 1,853 4.471 12-4 218-1 19 2°5 7-9 
) 215 251 1,176 3.652 10°7 158 7 2-3 2:4 6-6 
199 303 1,415 4,440 11-0 197-4 27 3-2 10-1 
195 | 219 1.405 3,507 10-2 168-0 2:3 3-1 11-0 
224 | 200 1,214 3,061 9-1 142°7 2-1 3-1 9-6 
: 264 | 264 1,499 4,128 a? 150°3 3:1 3°6 8:7 
210 | 204 1,145 3,520 11-0 130-3 25 3°8 8-3 
’ 283 | 170 1,460 3 332 11°6 130 2 2-4 2°8 7°5 
| 
i 222 | 167 1,181 3,280 11-3 155 6 2:4 2°4 10-4 
177 | 144 1,137 2,673 9°3 146-3 2:3 9 8-6 
s issued} the National Federation of Iron and Steel Manufacturers. 
‘Table VII COMMODITY PRICES 
" 2 
, UNITED KINGDOM | USA. | GERMANY | FRANCE IYALY 
? — 
dex of . ~ | oe Cost of é 
odue- Wholesale | 1 | Wholesale | Whoiesaie | Living “3 w hole sale; Costof | Wholesale} Cost of 
ion | a Depart | Statis. | (Statis- Living | Living 
\rterly) Living | mentof | tsches | tsches | tigue (Statis- | 
toard of ‘“* Econ- | | atin try| Labor) |Reichsamt) R ichs- | Gener le) tigue | | 
= 10 Trade omist’ jot Me abour)| | | amt) | Générale) } 
uly =| | 1913/15 | July (Jan.-July) 
1913= 100 1913 = 100 | rots = 100 | 1913 = 100 | 1913 = 100] 100 | 1912 = 100 1914 = 100 | 19158 = 100) 19014 = +100 
57 1928 
3-7 JaANvARY .. | 141-1 = 135°5 166 138-0 138-7 | 150-8 | 606-7 507 134°3 145 
5°4 APRIL ee 142-9 139 5 164 139°5 139°5 150°7 623-3 519 134°7 145 
05+ 2 JULY ee 141 1 135-9 165 140°8 141°6 152°6 623-8 519 132-6 | 143 
OCTOBER .. 137°9 131° 167 140°1 140°1 152°1 617-0 531 133°5 | 144 
: 
18-3 1929 
11-0 JANUARY ,. 138-3 130-8 165 129°3 138°9 | 153-1 | 630-6 547 134°7 148 
13-2 APRIL .. | 188-8 12938 161 138°7 | 137-1 | 153-6 | 626-7 556 133-8 150 
14-8 JULY é 137°4 123 9 163 140-4 | 137°8 | 154-4 613-0 545 129 5 148 
' OCTOBER .. 136°1 124-1 167 133°0 137°2 153°5 559°5 565 127°6 149 
1930 
09-6 JANUARY .. | 131°0 (118-5 164 133-8 | 182-3 | 151-6 | 563-5 |) 123-0 150 
FEBRUARY .. 127°3 115 9 161 131-9 129-3 150°3 564-4 565 120-7 148 
MARCH 124°5 114 + 157 130-1 | 126°4 148-7 552-8 f 113-5 147 
0-9 APRIL 123°7 112-3 155 129-9 1 6°7 147°4 545°4 | 116-6 146 
May. 1220 110 9 154 127-7 125°7 145-7 541-5 > 572 114 1 144 
JUNE 120°7 108:4 | 155 124°4 124-5 147 6 532-7 ‘J 112-0 145 
00°7 JULY 119-2 106-8 157 120-3. 125-1 | 149-3 | 537-6 109 Uv 145 
AvcUsT .. | 117°3 104-7 157 120°3 | 124-7 | 1488 | 531-7 592 109+3 144 
SEPTEMBER. . 115°5 100-7 156 120-6 122-8 | 146-9 | 523-9 10%-1 143 
93-5 OcTobER 1130 996 157 118-3 | 120-2 | 145-4 | 508-2 104-9 143 
NOVEM: ER . 112 0 97 6 155 115-2 120-1 143°5 493°5 597 102-9 143 
DECEMBER . 108-9 04°5 153 112-3 117°8 141-6 457-6 100°1 139 
1931 | H | 
JANUARY ., 106-9 91-3 152 110-3 115-2 140-4 483-7 98-2 | 133 
FEBRUARY .. 106-2 91-6 150 114-0 | 481-3 97-1 135 
ndoa - - _ = — : 
we 1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
rtesy sompari-on 


® Gcld index. 














“ British work for British hands, 
British trade for British lands.” 


BAR-LOCK 





TYPEWRITERS 


are British-made throughout 
EXCLUSIVE FEATURES WITHOUT EXTRA CHARGE 


include 
INSTANTLY REMOVABLE AND INTERCHANGEABLE 
CARRIAGES. TEN KEY TABULATOR 





By Appointment to 


& 
kk ee_eeeee 
ee His Majesty THE KING 
EA — 


BAR-LOCK (1925) CO., NOTTINGHAM 





Telegrams: Barlock, Nottingham. 


Telephone: 75141'2 Nottingham, 

















BANCO DE! 


PORTUGAL 


ESTABLISHED 1846 


Head Office: 
Rua do Comercio, 148 


LISBON 
Telegraphic Address: ** BANGAL” 


Governor : 


1. CAMACHO RODRIGUES 


Vice-Governor : 


Dr. J. DA MOTTA GOMES, Jnr. 


Capital (paid up) Esc. 13,500,000$00 
Reserve Fund (31/12/1930),,  3,222,039$73 
Total assets (., » +» ) »»4,594,455,081 $57 


28 Branches throughout Portugal 
Correspondents in all important places abroad 





WHITELEY'S 
BANK 


(ESTABLISHED 1863) 


CREDIT CURRENT ACCOUNTS 
are opened and for these NO CHARGE 
is made. Pass books and cheque books 
issued and every convenience available for 
customers including the issue of Foreign 
and Home credits. Letters of credit 
and Travellers’ cheques are obtainable. 


Bankers’ Orders suitably executed. 


DEPOSIT ACCOUNTS 


Compound Interest is allowed at the 
high rate of 4%. 


Transfers of Securities, Investments, 
Executorship and Probates. 
Expert Advice Given. 


Foreign money bought and sold at very 
close rates. 


WM. WHITELEY LTD. 


QUEEN'S RD. & WESTBOURNE GROVE 
LONDON, W.2 ‘Phone: Park 1234 
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The Growth of West End Banking 


T was, I believe, an American visitor who first gave 

I voice to the remark that though London is the capital 

of England, Piccadilly is the capital of London. 
Like all such statements this certainly contains a sufficient 
element of truth to justify it, for in recent years there has 
undoubtedly been a definite movement of trade and 
commerce towards the West End of London, and there 
seems every probability that it will continue to grow 
apace. Electrical and wireless companies and American 
agencies are concentrating on the neighbourhood of 
Kingsway, the soft goods trade is drifting towards Oxford 
Circus, engineering has settled in Victoria and West- 
minster, the Imperial Chemical palace has been erected on 
the Embankment close to those of the big tobacco 
companies, St. James’s Square, Grosvenor Gardens and 
Berkeley Square (to mention but a few places) are being 
rapidly absorbed into the commercial maw. 

High rents and overcrowding in the narrow confines 
of the city may have been the primary reason for this 
move, inconvenient transport to and in the city which 
makes journeying there a mental anguish and a weariness 
to the flesh has been a contributory cause, and lastly the 
desire of visitors from the Midlands and the North as well 
as those from overseas to combine pleasure with business 
on their stay in London has encouraged the bringing of 
trading opportunities to the very doors of their hotels. 

Side by side with this migration of trade vast develop- 
ments in the banking facilities of the West End have 
naturally been taking place, for it is the duty of the banks 
at least to keep pace with, if not actually to anticipate, 
the opportunities for business and the needs of their 
customers. With this object in view magnificent new 
branches have been erected and old ones extended to 
cope with the increase and prospective increase in the 
demands made upon them until virtually every form of 
banking transaction can be carried out from the vicinity 
of Piccadilly and Regent Street in circumstances of the 
greatest comfort. The words ‘“‘can be” are used 
advisedly, for however much banking may be developed 
in the West End there are a number of financial operations 
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that must inevitably remain principally peculiar to the 
purlieus of Lombard Street and Cornhill. Work in con- 
nection with shipping, bills of exchange and the money 
and stock markets, for example, must always circulate 
around the district which contains the Bank of England, 
Lloyds and the Stock Exchange. 

In the main the business activities dominating the 
two areas may be roughly distinguishable as collective 
or corporative on the one hand and personal on the other 
hand. There must, therefore, always be a considerable 
difference in the functions chiefly carried out by the banks 
there. In the West, for instance, despite the personal 
contact between customers and manager, there is infinitely 
more correspondence to be conducted, while the counter- 
work is insignificant as compared with that of a city office. 
Then again, the investment business conducted by the 
banks of Piccadilly and Bond Street, especially during 
the London season, is very considerable in extent, while 
their burdens have recently been added to with the 
introduction of the Night Safe Deposit. This innovation, 
which was first brought by the Midland Bank from 
America, is proving a veritable godsend to the trader and 
amusement caterer who has no adequate provision for 
safeguarding the moneys taken by his business after 
banking hours. 

This brings us to another direction in which the West- 
end banks are now extending their activities, for safe 
deposit facilities are now being provided by many of 
them. In this matter we have long been far behind the 
continental banks. Indeed, until within the last two or 
three years almost the only safe deposit possessed by any 
bank in the West End was probably that belonging to the 
Société Générale de Paris in Waterloo Place. This 
institution, it will probably interest readers to learn, does 
a considerable banking business in connection with vege- 
tables and fruit that come over to Covent Garden from 
France and are re-sold to Germany or Spain, as well as 
banking for a large number of retired English people who, 
for the sake of cheaper living and lower income tax, are 
spending their declining years in France, and, of course, 
catering in the usual way for holiday-makers who are 
visiting that country. 

Apart from the enormous increase in the number of 
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branch banks opened in the West End of London and the 
vastly improved facilities provided for customers in every 
possibly way, important changes of another kind have 
been taking place. The old private banks are passing 
into the hands of the “ Big Five.’’ Coutts still stands in 
its new home in all its dignified glory with its directors 
ranged along the wall of its inner hall where they can 
overlook the activities of their still compulsorily clean- 
shaven and frock-coated clerks—a rather incongruous 
garb when worn over brown trousers and school ties. 
But most of the others have gone. The venerable Cox 
of whom we heard so much a few short years ago is now 
a branch of Lloyds, though it is pleasing to know that 
a real Cox, a descendant of the old original who began 
the business when as Secretary to Field-Marshal Lord 
Legonier in Flanders he took on the arrangements for 
paying the First Grenadier Guards, is still there to preserve 
the old atmosphere and individuality of the business. 
Drummonds have been absorbed into the Royal Bank of 
Scotland, and lastly the Bank of England West-end 
branch in Burlington Gardens has been handed over to 
the same institution. 

And here we have two points of considerable signifi- 
cance. First, the strong invasion of London by the 
Scottish banks which have been rapidly entrenching 
themselves, particularly in the West End, in the last few 
years. And second, perhaps a landmark in the history of 
banking, the tacit admission by the Bank of England 
that it is no longer necessary for them to provide facilities 
for Royalty and the ducal houses. 

No reason was given when their Burlington Gardens 
branch was handed over to the Royal Bank of Scotland, 
but there can be little doubt that the Bank of England 
was actuated largely by the realization of the develop- 
ment of banking in recent years, the absolute safety of 
the modern bank, and the fact that they themselves are 
essentially a central bank. In these circumstances it 
was hardly fitting that they should continue to act in 
competition with the ordinary bank for the private 
custom of the West End. 

While, therefore, they still have the right to cater for 
this type of business, they are actually paying the highest 
form of compliment to those who conduct the ordinary 
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class of banking business to-day by giving up their West 
End branch and thus acknowledging the integrity of our 
bankers and the safety of our big banks. 


Banks and the Man 


"Ter story of the lady who, on being informed by 
her bankers that she was over-drawn, sent a 
cheque on her account with them to put the matter 
square is too well known to permit of repetition here 
as a story. It is, however, literally true in hundreds 
of cases both of men and women and it is typically 
illustrative of the attitude of many thousands of cus- 
tomers to their banks--places that keep their money 
when they have any and should provide them with 
funds when they have not! Truly even in these days 
when banking accounts are no longer the prerogative 
of the plutocratic few but have become the necessity 
of the millions, the ignorance of customers in banking 
matters remains abysmal. Only recently the writer was 
going through the offices of one of the biggest trading 
concerns in the Kingdom and was shown a group of 
commercial travellers being taught the uses and abuses 
of the cheque, instructed how to deal with salary and 
expenses payments and informed that their own in- 
dividual signatures on the backs of receipt cheques 
payable to the firm were neither valid as endorsements 
nor adequate as receipts. And this in spite of the fact 
that the increase in personal banking has been amazing 
in the last few years. 

In this connection it is not without interest to recall 
that few of the banking corporations that now compose 
the “ big five ’’ started out originally to conduct business 
as bankers, but began in the first place as merchants, 
brewers or goldsmiths and on becoming “rich and 
reputable gentlemen of the city ’’ were asked as an act 
of grace to take care of the money and possessions of 
some of their more valued patrons. This, it may be 
suggested, is the reason banks refer to their ‘‘ customers ”’ 
rather than use the more professional “ client.’”” From 
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this step the next was obvious, for it often happened 
that the customers would want a part only of the money 
entrusted to the merchant for safe-keeping, or some 
documentary evidence that the money was there which 
could be passed on to a third party from whom a purchase 
was being made. And then, though it may seem a far 
cry from the pawnbroker to the bank, came the borrowing 
of money against jewelry left in the safe-keeping of the 
diamond merchant or goldsmith. Indeed there are 
still in existence early ledgers in which debits for replacing 
a diamond in a brooch or affixing a gold pin to it are 
intermingled with records of receipts and payments 
of cash. 

But no longer do we approach our bankers hat in hand, 
and armed with references and testimonials, beg diffi- 
dently that they will house and use such money as we 
have got. Nowadays they will eagerly accept deposits 
from the most meagre capitalist and are ready and willing 
to conduct an ordinary banking account of the smallest 
dimensions for any person of reasonable integrity. 
Curiously enough it may be claimed that the failure of 
Farrows Bank a few years ago was at least partly 
responsible for this. Here we had an organization 
designed to capture the small man (at that time virtually 
untouched by the bigger and more reputable banking 
corporations) and accept sums however small on current 
account and pay interest on them. Then came the 
crash. Farrows failed and it was realized that there 
were few reliable channels for the little man’s savings 
beyond the Post Office Savings Bank. What are you going 
to do about them, the Banks were asked and to the 
surprise of everyone including most of their Branch 
Managers who were previously unaware of the fact, 
they answered “ we propose to go on as before and are 
prepared, as we always have been, to accept deposits of 
£1 and upwards.” 

Experience has evidently shown that this policy was 
a wise one worthy of development, for throughout the 
country are to be seen notices hanging in bank windows 
announcing this fact while in the last four or five years 
the Home Safe Deposit has been devised for the further 
encouragement of the small depositors and potential 
possessors of current accounts. So popular have these 
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steel money boxes proved that their issue now runs 
well into seven figures, and since the average amount 
extracted from them when opened by the banks is in 
the neighbourhood of five or six pounds each, it means 
that several millions of money are brought into financial 
use that would not otherwise be available. 

But though primarily it is our money they want, 
since banks are essentially profit earning concerns which 
can only justify their existence by the wise use in bulk 
of the small accumulations of their customers, the 
modern banker realizes that he can only attract custom 
by giving service. And there is no doubt, despite the 
criticisms levelled at him by Mr. Seigefried and others, 
that he is all out in these days to provide every reasonable 
service with this end in view. 

We see this particularly, of course, in the West End 
of London, which is essentially the happy hunting 
ground for both the moderate and the wealthy private 
customer as well as for some of the most valuable of 
trade clients. In post-war days the disposal of some 
of the vast private mansions in London has facilitated 
the erection of huge blocks of flats which have brought 
many thousands of flat dwellers to live where only a 
mere handful of householders existed before. And where- 
ever one of these great blocks of flats is built there or 
thereabouts will a bank be found also. 

In the West End a huge number of securities and 
bonds are held by the bank on behalf of customers, 
and though this service is in itself of no value to the banks, 
it does tend to bring in a considerable amount of invest- 
ment business on which the bank shares the officially fixed 
Stock Exchange commission equally with the stockbroker. 
This indeed is a highly important branch of banking 
business from the point of view both of the bank and the 
customer, for the one reaps a substantial proportion 
of his profits from it while the other is not only given 
the best advice available, which comes first of all from 
a member of the most reputable firms on the Stock 
Exchange and is carefully “ vetted ’’ by the bank manager, 
but is also safeguarded against any possible defalcations of 
the broker (for which the bank takes responsibility) 
without any extra expense to himself. A great deal of 
this work in particular is done by the West End bank 
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manager, especially in the London season when the 
wealthy private customer is in town and takes the 
opportunity of going in for a chat on such matters. 
This, too, naturally brings before them another important 
function that the banks have recently added to their 
activities, usually through the medium of a subsidiary 
company, namely that of acting as trustees, executors 
or administrators of wills, trust tunds and estates. For 
what seems an extraordinarily low percentage charge 
the banks are now willing to act in this capacity and 
save all the trouble and inetficiency of the private executor 
and the slow and cumbersome methods of the Public 
Trustee. As many as fifty to sixty solicitors are 
definitely employed by one of the big banks alone on 
this work which has now grown to very large dimensions 
mainly through the agency of the West End and country 
branches, the personal touch between manager and 
customer and the many obvious advantages that the 
customer secures by making the fullest use ot the services 
available. 


Our Holidays and Banks 


N these days when, despite the hardness of the 
I times through which we are all supposed to be 

passing, we expect everything to be done for our 
added comfort and convenience, it is often difficult 
to realize where the functions of one organization should 
end and those of another begin. Thus we find banking 
departments being conducted by the big stores such 
as Harrods, by shipping companies like the P. and O. 
and, of course, by the touring agencies, so that every 
conceivable facility is provided to enable the shopper 
or the holiday-maker to spend the money he professes 
not to have, while the banks will do almost everything 
except actually spend our holidays for us. Indeed, the 
extension of the services offered by the West End banks 
to the voyager abroad and the visitor to this country 
in the last few years is perhaps one of the most amazing 
features of modern banking development. 

In the days before the war a vacation even in Eng- 
land was attended with a certain amount of financial 
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inconvenience, and one had to carry far larger sums in 
cash than one cared about, while the path of the person 
who proposed travelling abroad was simply strewn with 
difficulties. It is true that through the good graces of 
the branch bank manager a certain amount of the 
appropriate currency could be obtained from the foreign 
exchange department of the head office and there were 
the money changers of Charing Cross, but even so the 
average man had his holiday considerably marred by 
the necessity to wear a stout leather belt stuffed with 
his money uncomfortably round his waist next the 
skin, and the knowledge that he was carrying so much 
of his worldly goods upon his person was a source of 
constant anxiety. There were too, of course, letters 
of credit, or an account could be opened with the branch 
of a bank belonging to the country one was visiting, 
but these were really the luxuries of the wealthier 
traveller or the necessities of the man who was making 
a long stay. 

But all this is changed, and to-day nothing is simpler 
than arranging for one’s visit abroad. Every foreign 
country is represented in the West End with a branch 
of at least one of its leading banks, many of them housed 
in conjunction with the railway and steamship companies, 
and all are anxious to help the intending visitor in every 
possible way. Moreover, all the branches of the big 
banks around Piccadilly and the neighbourhood have 
now got their Foreign Exchange Departments, and are 
only too willing to provide facilities for their customers 
proceeding overseas and to give them every assistance 
in their arrangements, and there has been a much closer 
linking up of the banks throughout the world, so that 
any bank in any one country has its agents or corre- 
spondents in any other with whom they can arrange 
for one to do one’s business. This has considerably 
increased the utility of the circular letter of credit that 
is still mainly in vogue with the wealthier traveller. 

But a new invention has been devised which is a 
very great boon, especially to the man of moderate 
means, to wit the traveller’s cheque. These can be 
bought in sums of small denominations, usually two to 
five pounds, to any amount one likes, and are encashable 
as readily as the five pound note almost anywhere in the 
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world. The banks of any country will accept them and 
exchange them into their own currency, if they are not 
in it already, at the prevailing rate of the day. Hotels 
of any reasonable size will take them as cash and many of 
the bigger shops are also willing to negotiate them. 
And not only are they of use on the Continent or in 
America but the holiday maker in England and Scotland 
is finding them of equally valuable service since they 
obviate for him too the necessity of carrying an undue 
amount of cash. And, moreover, they are as safe as 
anything can be, for not only does one sign them all in 
the first place but one re-signs in the presence of the 
person to whom they are being given as payment for 
goods or services. This makes it practically impossible 
for the forger to use them, since making an adequate 
copy of the first signature in a hurry is beyond the 
abilities of most even of these gentry. 

Then again, the West End banker of to-day often has 
facilities for assisting one with one’s passport and one’s 
train, rail or aeroplane reservations and will put his 
services at one’s disposal for these purposes without 
charge. 

On the other side, too, he spares no pains in making 
the time of the visitor to this country as easy as possible 
for him. Take a visit to the Midland Bank in Piccadilly 
on the site of the old vestry of St. James’ Church, for 
instance. Here, in a charming building designed by 
Lutyens, is provided a delightful reading and writing 
room for the convenience of customers who are 
visiting London. The carpets were chosen by Mr. 
Reginald McKenna himself, writing tables with electric 
light, telephones and stationery are ranged round the 
walls, and in the centre is a large circular table covered 
with papers and periodicals such as might be found in 
the reading room of a club, while off it is a ladies’ room and 
a silent telephone cupboard and at one end isa counter at 
which three clerks are always in attendance during the 
appropriate season. These look after the visitors’ letters, 
advise and assist them in connection with their travels, 
their hotels, amusements or any other matters, while 
interpreters are employed who are prepared to deal 
with such callers as are unable to talk in English. 
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EXTRACTS FROM THE REPORT FOR THE YEAR 1930 OF THE GOVERNOR OF 
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abnormal years that we have so far experi- 

enced. The world crisis has of late become 
accentuated, and we are still very far from attain- 
ing equilibrium between production and con- 
sumption, which is the only way possible to return 
to a more normal economic life. The downward 
trend of prices of commodities still continues, 
being now 40 per cent. below those of 1920-23. 
This fall is not merely a transitory phenomenon ; 
it appears to assume a definite character without 
any parallel movement in the cost of living, which 
still remains comparatively high; the precipitous 
and long-continued fall in prices of securities in 
the great money centres caused abrupt capital 
transfers and many losses of capital, exhausting 
to a great extent the consuming capacity of whole 
classes. Unemployment is not only not being 
reduced, but on the contrary increases. The 
distrust of capital towards productive speculative 
investments continues; hence the increase of 
capital in the reservoirs of the various banks, with 
the result that capital, not being able to find a 
lucrative temporary employment, overburdens 
the markets and has contributed to the sudden 
fall of interest on sight deposits to a level never 
before reached. These facts have exercised an 
influence upon all countries, and, therefore, have 
been felt also by us. In our own case, the loss 
which this year’s crop sustained, caused a 
twofold damage, both because it reduced the 
annual revenue and because it led to the replace- 
ment of the loss by an increase in the imports of 
cereals from abroad. Our country, however, has 
displayed a fine measure of resistance, due to 
timely retrenchment, to quick adjustment to the 
new conditions, to the abandonment of speculation 
and to the discretion with which the people have 
faced the adverse circumstances. Indeed, it is a 
happy indication that in our case there has been 
no unemployment among the working classes, 
that, throughout the whole year, the fluctuations 
in the Athens Stock Exchange in the prices of 
shares did not, on the average, exceed 20-25 per 
cent., whereas in foreign Stock Exchanges there 
were observed successive periods of fluctuations, 
during each of which the value of securities was 
reduced by 30-35 per cent. Finally, our public 
finances did not succumb to the pressure of cir- 
cumstances, while our national credit, in spite of 
the prevailing crisis, has displayed a wonderful 
power of resistance. 


MOVEMENT IN FOREIGN EXCHANGE 


T's past year has been one of the most 


During 1930: 
Purchases £26,832,113 
Sales 


£27,110,812 


Leaving excess sales of £278,699 





FEBRUARY 14, 1931. 

It is by this amount of £278,699, therefore, that 
our gold cover was reduced during 1930. 

That is to say, during the past year, in spite of 
the fact that the State requirements of exchange, 
as well as those of the International Financial 
Commission, were greater by £1,047,610 than 
during 1929, and whereas the profits accruing from 
the investment of our foreign exchange holdings 
abroad were reduced by £167,184, owing to the 
enormous fall in interest rates, nevertheless our 
gold cover did not show the same reduction as in 
1929, which amounted during that year to 
£2,999,239. 

This is mainly due to two causes: First, to the 
reduction of the deficit in the balance of trade by 
£3,600,000, and, secondly, to the fact that about 
£3,000,000 came in, during this year, to our 
assistance in the shape of foreign capital funds— 
viz., part of the proceeds of the loans which were 
contracted during the previous years—viz., 
tripartite and Public Works loans. 

An important fact as regards the balance of 
our transactions with abroad is the remittances 
of Greek emigrants. One would have thought 
that the American Stock Exchange and other 
crises would have affected to a greater degree the 
economic strength of our emigrants working 


there. In spite of that, there is an increase in the 
remittances as compared with those of last 
year, and, generally speaking, the upward 


tendency which has continued for some years has 
not been checked during 1930. Thus we have :— 


1927 £6,923,000 
1928 £6,431,000 
1929 £7,814,000 
1930 £8,300,000 


COVER AND CIRCULATION 
Gold cover. 


On December 31, 1929 £8,309,111 
Lowest level January 23, 1930 £7,568,013 
Highest level September 30, 1930 £9,277,693 
And on December 31, 1930 £8,030,412 


On an average the cover was £8,623,285, with 
an average proportion to the total circulation 
and sight liabilities, of 49-18 per cent. This 
proportion is rather high and it reveals, regard 
being had to the period of crisis, an unusual 
measure of strength and elasticity. 


EVOLUTION OF COVER AND CIRCULATION 


The actual note circulation on December 31, 
1929, amounted to 5,193 mill. drs. ; on December 
31, 1930, it fell to the level of 4,803 mill. drs. ; 
in other words the circulation sustained a reduc- 
tion of 290 mill. drs. 


During the year this circulation fluctuated 
between a maximum of 5,077 mill. drs. (April) 








gO 


drs. 
year 


mill. 
whole 


and a minimum limit of 4,761 
(November), the average for the 
being 4,895 mill. drs. 

Circulation, therefore, did not fluctuate much. 

As compared with 1929, the note circulation 
shows a considerable reduction. During that 
year the maximum, the minimum, as well as the 
average annual circulation, were greater than 
those of 1930; in particular, the maximum 
circulation was greater by 540 mill. drs., the 
minimum circulation by 412 mill. drs., and the 
average by 493 mill. drs. 

This reduction in the note circulation does 
not represent a corresponding reduction in the 
means of payment at the disposal of the market. 
rhis is explained by the fact that the note 
circulation has been completed by subsidiary 
coins, which were issued and put into circulation 
during last year for account of the State and which 
amounted at the end of 1930 to about 125 mill. 
drs. On the other hand, the more active move- 
ment of the Clearing House has necessarily 
resulted in economizing a greater quantity of 
cash money. 

The relation of the cover to the sight liabilities 
in general was :-— 

During 1930: 

Maximum 51°5 per cent. (June) 
Minimum 46-1 per cent. (Dec.) 

During 1929: 

Maximum 54:1 per cent. (April) 
Minimum 46-4 per cent. (Dec.) 

The relation of the cover to the actual note 
circulation was :— 

During 1930: 

Maximum 70:80 per cent. (Aug.) 
Minimum 62-7 per cent. (Dec.) 

During 1929: 

Maximum 75°5 per cent. (Jan.) 
Minimum 60:0 per cent. (Dec.) 


THE BALANCE OF TRADE 

{mports were reduced both in quantity and 
value, while exports as a whole showed a reduction 
only in value. 

Thus, while the total of our imports during 
1929 amounted to 2,775,000 tons, representing 
a value of 13,275 mill. drs., during 1930 the 
corresponding figure of tons was 2,564,000, 
representing a value of 10,851 mill. drs. That is, 
during the year 1930, the quantity of imports 
declined by 7°6 per cent., while their value 
fell by 18-28 per cent. On the other hand, the 
exports of Greek products abroad were 748,000 
tons in 1929, aS against 761,000 tons in 1930, 
but, as regards value, this has been reduced from 
6,985 mill. drs. to 5,918 mill. drs., i.e., by 15°3 per 
cent. 

The result of this relation between imports and 
exports was that the deficit of our balance of 
trade was considerably reduced during the year 
ended. Indeed, while the year 1929 closed with 
a deficit of 6,291 mill. drs., during 1930 this 
deficit fell to 4,933 mill. drs.—that is, there was 
realised a reduction of 1,358 mill. drs. (£3,620,000), 
corresponding to 21-60 per cent. 


PUBLIC FINANCES 
A clear indication that the crisis in our country 


has not assumed the same acute form as in 


other countries is revealed in its reaction upon 
our public finances. 

Although receipts have recently assumed a 
milder inflow, and in spite of the exhaustion of 
the tax arrears due to the State, which during 
past financial years have been an _ excellent 
source of ample receipts, the Budget shows a 
good power of resistance. 

The net results already attained are as follows :— 

Financial year 1927-28 + 624 mill. drs. 
- » 1928-29 +549 » » 
” » 1929-30 .. +272 5, 5 

The financial year 1930-31, including a category 
of revenues, which are being exhausted, is 
anticipated to close with a surplus exceeding 
300 mill. drs. 

The prices of our National Loans (as well as 
of all Greek bonds in general) have displayed 
during the whole year an upward tendency. The 
improvement, as compared with 1929, on the 
London Stock Exchange, of our more important 
external loans, was as follows :— 

Average price. Average price. 


1929. 1930. 
5 per cent. 1881 .. 71°36 73°93 
4 per cent. 1910 .. 59°41 61°54 
5 per cent. 1914... 75°41 78-21 
6 per cent. 1928 89°13 gI-2ti 


As regards the internal loans, the improvement 
was still greater. 

What one has to bear in mind is that this 
improvement does not represent an _ indirect 
consequence of the general fall of interest in 
Europe and America. The peculiar result of the 
latter fall was to bring about a slackness in 
stock exchange transactions and to keep capital 
away from all long-dated investment. Now, in 
spite of this phenomenon, the downward trend 
still continued throughout the year, and was 
affecting practically all securities except a few, 
among which are included the Greek bonds. Thus 
we find that, while the average yield of Greek 
securities in the London Stock Exchange fluc- 
tuated between 6-40-7-00 per cent., the average 
yield of the stocks of other countries whose 
strength is placed beyond all doubt amounted to 
8-84—9 per cent. 


GENERAL REMARKS 


During this period of transition which the 
economy of our country is now passing through 
our attention must be diverted to three main 
points. 

1. The first point is the maintenance of a safe 
equilibrium in the national budget. An incessant 
endeavour has so far been made to hold the 
budget not only in equilibrium, but to produce an 
actual surplus, and there has continuously been 
maintained an absolutely liquid cash Treasury 
position, which excludes all danger of creating a 
floating debt. 

2. The second point is the restriction of imports 
in order to reduce the deficit of our balance of 
trade and, consequently, of our foreign indebted- 
ness. 

Of course, the necessary imports of cereals 
will always constitute the greatest item of our 
liabilities, and what is important to remember is 
that the quantity of the imported cereals cannot 
be reduced at will. Consequently, part only of 
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the imports is capable of restriction, and it is 
in this direction that our attention must neces- 
sarily be turned in order to avoid spending our own 
capital, at a most inopportune period, in an unpro- 
ductive way or for wants which may be put off 
for a more opportune time. In periods of crises 
the most effective cure is the restriction of con- 
sumption. 


3. The third point is the encouragement of 
production. Greece, in view of its new extension 
of territory and on account of the sudden increase 
of its population, which finds no outlet in its own 
activities, in view of the restless character of its 
people, who, detesting stagnation, are always 
inclined towards new changes and _ progress, 
cannot possibly, in these circumstances, leave this 
endeavour to increase the wealth entirely to the 
activities of private initiative. 


There have already been granted in favour of 
industry an amount of {1-3 mill. by way of long- 
dated loans with an average interest of 8-9 per 
cent., and over and above this amount there 
have also been found the capital funds of the 
Greek National Mortgage Bank. That is, the 
interest which so far constituted a burden upon 
industry has been reduced by 4-5 points. There- 
fore, from this point of view, we can in future 
regard the fate of Greek industry in a spirit of 
greater tranquillity. 


Since the year 1928, when our financial re- 
habilitation began, it had been recognized that 
the reconstruction, the sound bases of which were 
being placed at that time, would be one-sided if 
there was not considered at the same time a 
programme of public works the execution of 
which would strengthen the economic potentiali- 
ties of the country. These works, road-making 
and drainage schemes in Macedonia, in the plains 
of Salonica, Serrés and Drama (the drainage of the 
plain of Salonica, in the valley of the Axios, had 
been decided since 1925), were estimated to 
necessitate for their completion an expenditure of 
about £22 mill. to be distributed over a period of 
6-7 years. 

Since the year 1928 the State has contracted 
for these productive works (and for assisting the 
Agricultural Bank with additional capital of 
£1,040,000) the first issue of the Public Works 
Loan of £4 mill.; and in addition, since the ex- 
haustion of that loan, various other advances in 
London, amounting to £1,500,000, in New York 
to $7,500,000, and in Athens, through the National 
Bank, £600,000—i.e. in all £3,600,000. These 
additional amounts will be comprised in the loan 
of £8,000,000 which was authorized by Parliament 
for continuing during these years the works in the 
course of execution. 


Up to the present time the accumulated charge 
upon Greece amounted to £7,600,000, and after 
the conclusion of the £8 mill. loan in the course of 
the present year, the total charge (after the re- 
demption of the advances) will amount to £12 mill. 
The remaining expenditure up to the completion 
of the works will be divided between the following 
years up to 1935. 


_The expenses incurred for the plain of Salonica 
(£1,888,000 have already been spent), the whole 
of which suffers from the irregularity observed in 


the beds of the rivers and of the torrents flowing 
through it, will give : 

(1) 492,000 stremmas (= 49,200 hectars = 
123,000 acres) of drained areas. 

(2) 738,000 stremmas (= 73,800 hectars = 
184,500 acres) of areas protected from 
inundations. 

(3) 821,000 stremmas (= 82,100 hectars = 
205,250 acres) of irrigated land; 

ie. a total area covering 2,051,000 stremmas 
(205,100 hectars = 512,750 acres). 

The works in the valley of Struma (£938,000 
have already been spent) are going to secure the 
cultivation of lands covering an area of 1,677,000 
stremmas (167,700 hectars = 419,250 acres), out 
of which 576,000 stremmas (57,600 hectars = 
144,000 acres) represent lands at present over- 
saturated with water and marshes, which will be 
completely drained; 325,000 stremmas (32,500 
hectars = 81,250 acres) will be protected from 
inundations and 776,000 stremmas (77,600 
hectars = 194,000 acres) will be irrigated. Con- 
sequently, the total area which will be restored to 
cultivation amounts to 3,728,000 stremmas 
(372,800 hectars = 932,000 acres). 

The gross yields of these fertile Jands, if cul- 
tivated not by exceptional methods of cultivation 
—which, nevertheless, ought to be applied—but 
by the usual and common methods, cannot be 
less than 2,750 mill. drs., or about £7 mill. 

Consequently, our national income will be 
annually increased by that sum, and by a wise 
exploitation of the acquired lands new values will 
come into being, while the existing individual 
agricultural installations will be strengthened and 
thus will be converted into rich sources of pro- 
duction, encouraging the power of consumption of 
the country and contributing to the increase of 
disposable funds. 

The network of roads, which is going to facilitate 
the transport of products and thus reduce the 
present cost of transport, will be increased by 
2,150 kilometres. It must be undoubtedly ad- 
mitted that the cost of living, which at present 
affects mainly the poorer urban population, will 
be reduced only when the transport of products 
will become less expensive through the construc- 
tion of new roads. 

Moreover, the policy which did not hesitate to 
have recourse to foreign assistance in order to 
attain a quicker development in production had 
in view the fact that Greece follows the system of 
rapid redemptions in repayment of its public 
debt. Thus, whereas, as a result of the various 
issues of the Public Works Loan contracted since 
1928, and still to be contracted up to 1935, when 
the loan will have been completed, a charge of £22 
mill. will burden the country, Greece will have 
redeemed as against its debt in foreign currencies 
and through its contractual obligations, {6,036,000 
as from 1928-1932, and about £4,700,000 as from 
1932 up to 1935, i.e. in all, £10,736,000. Besides, 
no account is taken here of the sinking fund 
payment in drachmae which during the same 
period will exceed four milliards, without including 
in this amount either the redemption already 
effected of the ‘‘ Exchangeables”’ bonds of 
1,100 mill. or the redemption to be effected up to 
1935, which will certainly exceed this sum. This 
is the good aspect of a fundamentally wrong policy 








which the State follows in applying 15 per cent. 
of the budget, or 35 per cent. of the whole expen- 
diture, for the service of the public debt to sinking 
fund payments. 
PROFITS 

The total of gross profits in 1930 amounts to 
Drs. 180,524,977, while those of 1929 had reached 
Drs. 225,461,186, i.e. a decrease of Drs. 44,936,209. 

This difference is entirely due to the smaller 
yield of the Bank’s disposable funds abroad, which 
showed this year a reduction of 68,442,003 drs., 
having fallen from 149,160,142 drachmae in 1929 
to 80,718,138 drs. in 1930. During 1930 the 
average rate of interest on our holdings fell to 
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2+85 per cent., whereas in 1929 it reached 5.19 per 
cent., and in 1928 4 per cent. 

The net profits amounted to 44,777,858 drs., 
which allows us to make the following provisions : 





GENERAL BALANCE SHEET, 31 DECEMBER, 1930 


Gold coin and bullion ‘ - ts 
Foreign gold exchange (Article 62 of Statutes) 
Other Foreign exchange. . 

Subsidiary Greek coins .. 

Inland bills and notes 


Advances : 


I. Repayable in drachmas .. ‘ 
II. Repayable in Foreign exchange 


State debts :— 


I, From loans in respect of forced circulation . 


II. From other loans .. 
Investments iia ; 
Bank buildings and equipment 


Less amount written off 


Cost of bank-notes 


Provision against contingencies, &c., Drs. 
according to Article 71 of the 
Statutes ne on acd 3 1,678,753 
A full dividend of Drs. 400 per share, 
or 8 per cent. on the capital 32,000,000 
Ordinary reserve fund 5,500,000 
State participation 5,500,000 
Balance we 99,105 
44,777,858 
ASSETS Drs. 
510,033,050°23 
3,279,356,928 *70 
2,866,477°10 
29,520,186°17 
144,642,457°15 
Drs. 
120,101,053°I0 
61,841,644°90 
181,942,698 -°— 
2,714, 111,162°45 
674,651,830°70 
3,388, 762,993 °15 
ee ee ee 298,723,309°45 
86,220,298 +35 
5,277,663 °35 
80,942,635°— 
83,998,859°— 


Less amount written off 


Other Assets 


LIABILITIES 


Capital paid up 


Reserve Funds :— 
I. Provision (Article 71 of the Statutes). . 
II. Ordinary Reserve Fund .. 

Bank-notes in circulation 


Other sight liabilities in drachmas :— 
I. Current and deposit accounts :— 
(a) Government accounts .. 
(6) Bank’s accounts 
(c) Other accounts . . 
(d) Dividend, 1930 . 


Il. Bills and sight drafts 


Time Deposits of Banks 
Foreign Exchange liabilities :— 


I, Foreign Gcld Exchange (Article 62 of Statutes) 


II. Other Foreign Exchange. . 


Other liabilities 


16,799 ° 600° 


67,199,259" 
457,554,014" 36 


Drs. 8,441,544,008°31 





Drs. 

400,000,000'— 

10,198,484°65 

60,400,000°'— 

4,802,907,375'— 

Drs. 

613,145,650°86 
566,658,617°53 
497,898,770°04 
32,000,000 *— 
1,709,703,038 * 43 
18,125,231 °62 

— 1,727,828,270°05 

140,000,000*— 
777,985,486 * 69 
2,222,353°57 


780,207,840" 26 
520,002,038 ° 35 





Drs. 8,441,544,008* 3! 


eeneeeneneeniememmennetel 





19 per 


8 drs., 
isions : 
yrs. 


978,753 


100,000 
500,000 
500,000 

99,105 


}3,050°23 
6,928 +70 
16,477°10 
10,186°17 
}2,457°15 


12,698 -— 


92,993 °15 
23,309°45 


$2,635°— 


99,259°— 
54,014°36 


44,008 * 31 
oe 
rs. 

00,000'— 


98,484°65 
00,000°— 
07,375'°— 


328,270°05 
00,000°— 


207,840" 26 
902,038°35 


$44,008 * 31 


———— 
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PROPORTION OF GOLD AND NET FOREIGN GOLD EXCHANGE TO SIGHT LIABILITIES 


Gold 


Net Fenign Gold Baden (Article | 62 of Statutes) 


Reserve (Article 62 of Statutes) (Total (a)).. 


Notes 
Other sight liabilities in | dinchenes 


Total (b) 


Proportion of Total (a) to Total (b)=46-11 per cent. 


ANALYSIS OF PROFIT AND LOSS ACCOUNT 


Dr. 
To Expenses and Staff salaries 
Other Administration expenses 


, Correspondents’ commissions to be settled 


Interest on bankers’ deposits 


PAYMENTS 


Interest on discounted annuities of the State’ s a bt . 


, Provision for risk on transfers of bank-notes .. 


DEPRECIATION ACCOUNT 


To Cost of manufacture of bank-notes 
, Bank buildings 

Bank equipment 

Doubtful claims 


CONTRIBUTION TO STAFFS 


Pension Fund 
» Banks’ Assurance Fund 
, Mutual Assistance Fund 


Balance of preceding year 
Balance of 1930 .. 


Cr. 

Balance of preceding year 

By Interest on disposable funds atone 
Coupons of National Loans 

» Investments .. 


NET PROFITS 


, Interest and Comssiouten on , debits of the Greek State 


» Sundry Profits 


DISPOSAL OF NET PROFITS Drs. 


Provision (Article 71 of the Statutes) 


Interest and Commission on the Bank's transactions. . 


(Statutes Article 71.) 


To Dividend 8 % on 80,000 shares at Drs. 400 per cane 


, Ordinary Reserve Fund 
» Participation of the State .. 
» Balance carried 


\thens, December 31, 1930. 


mh) 


(Signed) 


Drs. 
510,033,050°23 
2,501,371,442°O1 


3,011,404,492°24 
4,802,907,375*— 
1,727,828,270°05 








Drs. 6,530,735,645 °50 


Drs 








Drs. 
74,063,499 °92 


18,557,842°20 
_—o 92,621,342°12 


3,115,857°75 

4,914,024°35 

2,562,236°40 

1,000,000 *-— 
16,799,600°— 
2,891,552°20 
2,386,111°15 
556,394°85 

22,633,658° 20 

FUNDS 

5,400,000 -— 
2,400,000 >— 
1,100,000 °— 

8,900,000 -— 

Drs. 135,747,118°82 
74,900 63 


44,702,958 -06 
- 44,777,858 - 69 


Drs. 180,524,977° 51 





Drs. 

74,900°63 
80,718,138 °60 
7,320,192°05 
5,722,523°20 
17,361,469°40 
46,414,344°98 
22,913,408 °65 


Drs. 180,524,977 °53 








44,777,858 * 69 
Drs. 
1,678,753°05 
32,000,000 *— 
5,500,000*— 
5,500,000 *-— 
99,105 *64 


Drs. 44,777,858: 69 





ALEX. N. DIOMEDE, Governor. 


SOLON SYRMOPOULOS, Chief Accountant. 








94 
Bank Meeting. 


HUNGARIAN GENERAL CREDITBANK 
BUDAPEST 








T their meeting held on March 3rd, 1931, 
the board of directors of the Hungarian 
General Creditbank established the 

balance for the business year 1930 with net 
profits of 6,557,647°62 pengd as against 
7,496,453°12 peng6é in the year 1929. 

The board decided to submit to the sixty- 
third ordinary general meeting of the share- 
holders, convoked for the 19th March, a 
motion to allot a dividend of 4-50 pengé 
per share (against 5-50 pengé for 1929), 
making 3,726,000 pengé in all. The board 
is to propose further the following appropria- 
tions : 1,200,000 pengé for the strengthening 
of the reserve funds (against 1,000,000 pengd 
in the previous year) whereof 1,000,000 pengd 
free of royalties is to benefit the Ordinary 
reserve fund and 200,000 pengé to increase 
the depreciation reserve fund ; 300,000 pengd 
free of royalties for the endowment of the 
employés’ pension institute; 350,000 pengé 
free of royalties for the pension fund of the 
retired employés; and finally 620,000 pengé 
(against 850,000 pengé in the previous year) 
free of royalties for remunerations to the 
staff. 

The bonuses due to the board of directors 
under Section 40 of the articles of association 
will amount, according to the proposal of 
the board, to 209,647 pengé (against 297,761 
peng6é in the previous year) so that 151,999 
peng6 will be carried forward to the accounts 
for the business year 1931. 


BOARD’S DIVIDEND POLICY 


The business results attained in the year 
1930 would have permitted a dividend equal 
to that paid for the previous year. While the 
board propose a reduction of the dividend— 
while at the same time the allocation to the 
open reserves is to be raised by 200,000 pengé 
to 1,200,000 pengé and that to the pension 
funds to remain unchanged at 650,000 pengd 
—they believe their respective motions to be 
duly justified by the continued economic 
depression. 

Their decision is endorsed, moreover, by a 
similar dividend policy followed by numerous 
important Western banking institutions 
having regard to the general economic 
conditions, and with the view of strengthening 
inner reserves. 


BALANCE SHEET ITEMS 


The chief items of the balance sheet show 
the following changes as compared with the 
31st December, 1929, 


The amount of “‘ debtors ’’ increased from 
199-1 million to 216-4 million pengé; that 
of “‘ bills discounted ’’ decreased from 106-5 
million to 102-7 million pengé. The item 
““ Government Bonds, Public Loans and other 
Securities ’’ increased by 0-8 million pengé, 
whilst the amount of “ Investments in 
Banking Institutions and other undertakings” 
declined by 1-5 million pengé. 

The setback in the quotations of securities 
is fully taken into account in the balance 
sheet. 

“Savings deposits ’’ shows an increase of 
6 million pengé, “‘ current account deposits ” 
one of 1-3 million pengé, thus, these two 
items combined have risen by 7-3 million 
pengd. The amount of “ sundry creditors” 
decreased by 8-7 million pengé, thus, foreign 
capital entrusted to the custody of the Bank 
aggregated at December 31st, 1930, 344°7 
million pengé. 


MORTGAGE LOANS 


“‘ Mortgage loans serving as security for 
mortgage bonds ”’ figures at the close of 1930 
at 7,397,903 dollars. 

Out of these Loans the amount of 11-7 
million pengé was transferred to the Banks 
Co-operative Society for the Issuing of 
Mortgage Bonds, while the Bank’s own 
mortgage bonds in circulation rose—as a 
result of ro million pengé having been 
placed within the last year—from 18-1 
million to 28-1 million pengé. In consequnce 
of the continuous sales in the home market, 
the Bank’s stock of unsold mortgage bonds 
decreased to 441,000 dollars. 

The capital of the pension funds increased 
(this year’s allocation included) from 6-4 
million to 7-7 million pengé and that of the 
employés relief funds from 508,000 to 558,000 
pengo. 

BANK’S CAPITAL 

The Bank’s visible capital, which figures 
in last year’s balance sheet at 64-5 million 
pengd, will aggregate—inclusive of the 
amounts proposed for this year’s endowments 
of the reserve funds—66-7 million pengé, in 
which amount the assets of the pension and 
relief funds are not included. 

The total of the balance sheet appears at 
466-7 million pengé (as against 457-8 million 
peng6 in the previous year). 

The aggregate turn-over 
25,383 million pengé. 
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The Emergence of the New 
Bank of England 
By Professor C. H. Reilly 

HE unveiling of the great central feature of the 

new Bank of England is an architectural event of 

the first importance. Has the architect, Sir Herbert 
Baker, in so far as this feature goes, risen to his verv 
difficult but great occasion? In considering this one 
must try to realize the data of his problem as they aftect 
this particular part of his work. First his generaf problem 
was to raise within the fine classical walls, designed by 
sir John Soane to encircle the bank on all fronts, a 
great interior structure many storeys in height. At 
once the question must have arisen whether this tall 
interior structure, which everywhere will be seen rising 
above these walls though behind them, should be in 
harmony with them or in contrast to them. Strange 
as it may seem to some a great deal could be said on 
both sides of this question. The frankest and most 
honest solution might well have been to erect behind 
the Soane walls, and without any connecting links with 
them, a tall, plain modern structure in steel and stone, 
which would be truthfully of our time. I remember 
some ten years or so ago Professor Richardson published 
a sketch of such a tall inde pendent structure rising in 
the centre of the bank site and disconnected in every 
way with the surrounding walls and apartments. On 
the other hand, to create a harmony between Soane’s 
very finished classical architecture, practically void of 
windows and a multi-windowed office building, was an 
extraordinarily difficult thing to attempt and Sir Herbert 
Baker, who has always been a bold man, has never vet, 
as far as I know, attempted anything more difficult. 
The old walls, suggesting the containing walls of a 
Roman forum, can be imagined crowned with statues 
and vases, but hardly with the superstructure of a great 
hotel with its numberless domestic windows. For this 
reason, if for no other, Sir Herbert was wise in keeping 
his main building well back behind them. Was he equally 
Wise then to tempt Providence and come forward at 
certain points, as at this entrance, and bring his work 
into direct relation with them? If he spoke the same 
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THE MAIN ENTRANCE TO THE BANK OF ENGLAND SHOWING SIR HERBERT 


BAKER’S NEW COMPOSITION ABOVE SIR JOHN SOANE’S COLONNADE 
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irchitectural dialect as Soane the matter would not 
have been quite so difficult. If he spoke an entirely 
different one the result might be understandable though 
regrettable, just as one understands, though, perhaps 
regrets, a classical porch or tower to a Gothic cathedral. 

Unfortunately, Sir Herbert’s architectural dialect is 
classical like Soane’s, but of an earlier less developed 
kind. It contains the lighter notes of Wren and the 
(;eorgian architects rather than the deep-toned base of 
carly nineteenth century men, who, like Soane and unlike 
\Vren, knew the full strength of Roman architecture. 
Soane, as is well known, based his Bank of England 
walls on the tine strong detail of the Roman Temple 

Vesta at Tivoli. Sir Herbert with his early Georgian 
unfluted columns, entablatures and balustrades is mildly 
talian. One has only to contrast the thin elegance of the 
Corinthian capitals and entablature of the uppe r colonnade 
with the pein - those of the lower to see how far 
apart they are. Sir Herbert would no doubt reply that 
this was sacioriy pheiccarr cell that this upper portico 
of his was meant as a link between the Roman work of 
Soane and the domestic building he is erecting behind it, 
that, in short, it was a compromise. To which the reply 
would, of course, be that such compromises are always 
dangerous and that in this case there was no need for 
one unless he wished it himself. 

There is, however, a further link in the chain. Sir 
Herbert has introduced a new note altogether, foreign 
alike to his own work and to Soane’s, in Mr. Charles 
Wheeler’s six figures. These figures, standing midway 
between the two porticos, are oby iously meant to help 
the transition from one to the other, both in scale and 
character. It can be said at once that they do the former. 
They lead the eye easily from Soane’s great fluted single 
columns up to Sir Herbert’s tall unfluted double ones, 
and so serve very well an important function in the 
design. On closer examination, however, it will be seen 
that they introduce a new note neither Roman nor 
Italian but Teutonic. They are fine stonelike things, 
more stonelike than the highly sophisticated architecture 
either of Sir John Soane on the one hand or Sir 
Herbert Baker on the other, but from their very strength 
and directness they conflict in character, so it seems to 
me, with both. Of the two they are nearer to the Roman 
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vigour of the Soane portico than to the Georgian 
gentlemanliness of the Baker one. In the detailed photo- 
graph one can see them in relation to the surrounding 
architectural detail. Look at the strong rectangular 
lines of the figure of the man with the chains, and compare 
its spirit with the gentleness of the domestic windows 
with their arched tops between which it stands and to 
the thin connecting lines of the rustication. Compare 
the chains themselves, strong and crude and stonelike, 
with the delicate lines of the balusters above. These 
figures of Mr. Wheeler’s seem to me very fine things, 
but not for this building. The same remarks apply 
to his amusing and rather Swedish figure of the Old Lady 
of Threadneedle Street in the pediment. It is a charming 
little figure well suited for stamping on a plate or engraving 
on a wine glass. It might even look well in a pediment as 
placed if that pediment were less finished, more archaic, 
in its detail. 1 suppose an ordinary stone carver carried 
out the Corinthian capitals and the two wreaths below 
and at the sides of this figure, for once again there is no 
congruity of feeling between it and them. 

Before considering the composition as a whole there 
is still one more set of details of great interest in them- 
selves, but once again reaching a new note. These are 
the details of the three burnished bronze doors which 
have been introduced into Soane’s arches. In themselves 
they look fine pieces of craftsmanship, and in the case of 
the centre doors of design as well. The spacing of the 
ornament in these latter is very successful and the orna- 
ment itself, though again reminiscent of modern Swedish 
design, is very effective. Perhaps it is the memory 
of the great multi-panelled doors one is accustomed to 
see with Roman columns like those of Soane which makes 
these much plainer ones seem so thin. When their 
brightness wears off I fear they will hardly seem worthy 
of their position. If, however, the detail of the main 
doors is inadequate to the surrounding stonework, 
that of the two side ones appears contrary also to its 
spirit. What, one may ask, are Gothic lions doing here, 
or a Byzantine type of grille? The answer must be that 
they follow the tradition of all Sir Herbert’s larger work 
whether in the Secretariat buildings at New Delhi or 
at India House. They are deliberate pieces of eclecticism. 
In all his buildings he seems purposely to introduce 
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foreign eleménts which while they add interest and 
excitement at first glance are, I cannot help thinking, 
not always sufficiently fused by his own personality not 
to interfere with the unity of the total design. If one did 
not know that he did these things delibe rately one would 
have difficulty in finding an excuse for them. 

Turning now to the composition as a whole, apart 
from the stylistic implications of its parts, one sees that 
it has a satisfactory pyramidal form and that from the 
front the new pediment and portico are well backed up 
with a solid background. What does not seem so happy 
is that there is no preparation in the lower colonnade 
lor the exciting things that happen above. One can be 
quite sure that if Sir John Soane had intended such a 
superstructure he would not have run his entablature 
through, as he has done, in one hard, straight, unbroken 
line. There would probably have been a_ break-back 
at the last bay at either end to correspond to the big 
break-backs above. If Sir Herbert had filled in the last 
window at either end of Sir John Soane’s colonnade 
and the niche below, that might have given him a start. 
As it stands, Sir Herbert's superstructure appears to 

placed on top ol Soane’s work without having any 
organic connection with it. The taking away of Soane’s 
solid balustrade and the substitution of an open one 
immediately above the columns does not solve the 
problem. It only means that the superimposition of 
the new upon the old starts a little lower down. The 
clash remains. 

Sir Herbert’s superstructure, apart from a certain 
weakness where the central archway seems to cut away 
the foundations from his columns, would make a pleasant 
composition in itself save for the incongruities in the 
sculpture already pointed out. One could imagine it as 
the frontispiece to a provincial town hall. The difficulty 
is to see it in any happy relation to the base provided 
by Soane’s great wall and colonnade. Whether, when 
the rest of the new building is exposed with its hotel-like 
mansard roof, Soane’s fine Roman wall will then be so 
reduced in the total scheme that this incongruity will 
appear less than it does at present remains to beseen. If 
it does, however, one cannot help feeling that except for 
mere size the greater will have been sacrificed to the less. 








